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A Banker's Diary 





Mid-November—Mid-December 


THE money market found itself in rather a curious 
position during the period covered by this month’s 
diary, for stringency, which at times became 
Money acute, was combined with falling discount 
ROE ou rates and two reductions in the Bank of 
ges .< . 
England’s rate. The key to this apparent 
paradox lay in the distinction that must be drawn 
between the circumscribed and technical factors that 
govern the supply of short money to the London market 
and the broad factors, mainly of an international nature, 
which influence the Bank of England’s policy, and 
determine the supply of and the demand for sterling 
bills. The supply of short money was restricted, firstly, 
by heavy transfers of funds from the public to the 
Treasury in respect of Conversion Loan payments; by 
the fact that at this time of year Treasury bill issues 
exceed maturities ; and, finally, by the increase in the note 
circulation due to Christmas trade. This last factor 
means not only that the joint-stock banks have to make 
good from other sources cash withdrawals by their 
customers, but now that the note issues are amalgamated, 
any increase in the note circulation takes place at the 
expense of the Bank of England’s reserve. In these 
circumstances it was, perhaps, not to be wondered at 
that at times rates ran as high as 6 per cent., and that 
once or twice the market found itself in the Bank. 


THE recent stringency is thus amply explained, but to 
account for the downward trend of discount rates, it is 
; necessary to consider international develop- 

D — ments. Broadly speaking, the influx of 
short money into London has continued, 

and there has been a keen and wide-spread demand for 
the sterling bill. This is largely the consequence of the 
Wall Street break, which has set free large quantities of 
foreign money which has had to find employment else- 
where, while some American money has been similarly 
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driven to London. This movement explains the rise 
in the dollar exchange from the lower to the upper gold 
point during the space of less than three months. It 
partially explains the cessation of the gold drain to 
France, for by November Paris found it more profitable 
to buy gold in New York than in London. It accounts 
for the first two of the three reductions in Bank rate, for 
once the world showed itself willing to buy sterling bills 
at the lower rate, the Bank of England was no longer 
under the need of maintaining its own rate at the higher 
level. Thus, on November 20th, three months’ bills 
were quoted at 5;/5 per cent., as against a Bank rate of 
6 per cent. It was the existence of this margin that 
explained and justified the Bank rate reduction to 
54 per cent. the following day. 


THE fall in Bank rate to 5 per cent. on December 12th was 
due to a different cause, namely, the improvement in the 
. franc exchange, which after having been 
The Paris below the export gold point of Frs. 123.90 
Exchange , . 
ever since mid-summer, shot up to Frs. 124. 
To some extent this improvement was the consequence 
of the gold imports from London and New York, but at 
the end of November a more fundamental and permanent 
cause began to operate. This was a change in the policy 
of the Banque de France. As our Paris Correspondent, 
M. Caillaux, shows on a subsequent page, Paris is seeking 
to re-establish herself as an international financial centre, 
though whereas in pre-war days she was a prominent 
long-term capital market, her present desire is to become a 
prominent bill market and centre for short money. M. 
Caillaux’ article is more concerned with the removal of 
legislation restriction, including differential duties on 
foreign investments; but meanwhile the Banque de 
France is taking steps to improve the machinery of the 
Paris money market. The first of these steps was to 
announce that henceforward the Banque de France 
would lend money for a week against approved bills, 
the rate fixed being 34 per cent., or the same as its 
rediscount rate. The Banque de France has also let it 
be known that if Paris wishes to become an international 
money market, she must be prepared to lose gold as well as 
to gain it. 
B 
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THE real cause of the recent influx of gold into Paris is 
that owing to the lack of freedom on the part of money 
already in France to move to where it is 
“oe sess most needed, the French banks have had 
to use their foreign balances as their first 
line of defence against home demands. A _ glaring 
example of this lack of freedom is the immobilization of 
money paid over to the Government, and one of the 
immediate causes of the French gold imports during this 
year has been the heavy tax collections effected since 
January. The Banque of France’s announcement at 
once altered the whole position, especially as it is now 
believed that the period of heavy revenue collections is 
coming to an end, and that impending debt repayments 
by the French Treasury are about to set free part of the 
immobilized Government money. It is this that accounted 
for the sudden rise in the Paris exchange in early Decem- 
ber and indirectly for the last of the three reductions in 
the Bank of England’s rate. 


THE news that the Argentine Government had closed the 
Conversion Office on December 17th for the exchange of 
t old against paper notes naturally caused 
Argentine considerable surprise and disappointment in 
and the Gol ; 
Standard ‘nancial centres. It was realized that 
Buenos Aires had been losing gold heavily, 
and it was also known that the small size of this season’s 
wheat and linseed crops meant that the trade balance 
would continue to be unfavourable and that gold exports 
therefore would very likely continue. At the same time 
the Conversion Office was in a strong enough position 
to be able to stand further gold losses, for on November 
26th last its gold holding was, including gold held on its 
behalf by the Banco de la Nacion, 470,000,000 pesos. 
The note circulation at that date was 1,294,000,000 pesos 
paper, so that allowing for the fixed conversion ratio of 
44 per cent. between paper and gold pesos, the gold cover 
of the notes in circulation was equivalent to 82°6 per 
cent. This ratio is more than sufficient when judged by 
present-day standard, and this makes it difficult to find 
any real justification for the suspension of gold payments. 
It is believed that the closing of the Conversion Office 
does not necessarily mean that the Government will 
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prevent the Banco de la Nacion from exporting gold 
in order to support the foreign exchanges. It is to be 
hoped that this view is correct, for it would be most 
regrettable if the Argentine Republic showed itself 
unwilling to adhere to the gold standard under adverse 
as well as under favourable conditions. 


THE November clearing bank averages are not very 
easy to follow. Their salient features are increases in 
discounts and acceptances, and a general 
on aa decline in deposits on the one side, and 
in cash and earning assets on the other 
side. The increases are a welcome move- 
ment, as they afford confirmation of the return to 
popularity of the sterling bill as the result of the decline 
in money rates. As regards the contraction in deposits, 
one possible explanation is that Conversion Loan sub- 
scriptions have !ed to the transfer of large sums from 
customers’ accounts at the clearing banks to the 
Treasury’s account at the Bank of England, but it is 
obvious to all those conversant with the inner workings 
of the Treasury, the Bank of England and the money 
market that such an explanation must be accepted with 
reserve. Nor does the course of Public Deposits at 
the Bank afford much confirmation. Another possibility 
is that the liquidation of loans against securities that 
the banks are known to have been effecting during 
the autumn is at last bringing about a contraction, 
but this again must be taken with reserve, especially 
as advances to customers show the smallest contraction 
of all. In any case, the banks’ cash balances have 
contracted to a greater extent than is warranted by the 
general monetary situation. This suggests that there 
is some margin in hand for the future, out of which to 
meet the needs of any expansion in trade. 


THE November returns show that for the first eleven 
months of the year, imports were {1,115,276,000, or 
Trade £19,781,000 more than a year ago ; exports 
Sanne £671,125,000 or £8,092,000 more than last 
year; and re-exports {101,804,000 or 

£9,469,000 less than in 1928. The relative changes in 
imports and British exports are less than two per cent., 
and so possess little significance, but re-exports have 
B2 


Averages 
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fallen by 8-5 per cent., which is a more serious matter. 
Bankers especially realize what a valuable source of 
income is our entrepdt trade, and at the present moment 
its position clearly merits a little serious thought. As 
regards the details of our own export trade, the most 
encouraging feature is the increase of {9,000,000 in 
exports of raw materials. This reflects the year’s 
improvement in the coal industry. 


Mr. SHAW, when winding up the debate on the second 
reading of the Unemployment Insurance Bill, stated 
that the policy of currency deflation pur- 
Mr. Shaw’s sued after the war meant that the country 
Indiscretion. was paying in war loan interest “‘ at least 
£100,000,000 a year to people who have 
not the slightest moral right to it.” Mr. Shaw probably 
meant to do nothing more than to voice the familiar 
argument that currency deflation benefits the ventier at 
the expense of the producer, but his statement, coming 
as it did from a Minister of the Crown speaking from 
the Treasury bench, naturally caused some alarm in the 
City. A day or two later Mr. Snowden was severely 
questioned in the House as to whether Mr. Shaw’s 
remarks were to be taken to mean that the Government 
were in any way inclined towards repudiation of any 
part of the National Debt, and he at once returned a 
complete and unqualified negative. The incident is thus 
closed, but two lessons remain. The first is that a Cabinet 
Minister must realize that his public utterances are taken 
to represent not so much his own thoughts as those of the 
Government of which he is a member. The second is 
that remarks such as these are calculated to damage 
British credit in the eyes of those who through their lack 
of acquaintance with current British political history 
are unable to ascribe to such remarks their true measure 
of importance. 


APART from the bank’s continued record of progress, as 
shown by the increase in its profits and the raising of 
the dividend from 4 to 4} per cent., the 

a main feature of the year’s balance sheet 
DCO of Barclays Bank (Dominion, Colonial and 
"~“""" Overseas) is the rise in advances from 


£23,300,000 to £28,700,000 at the expense of discounts, 
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which have fallen from £17,400,000 to £12,600,000. This 
brings this latter item back to the level of two years ago, 
when the bank’s total assets were some way below their 
present level. In accounting for these fluctuations it 
is important to remember that the bank serves areas 
which are mainly agricultural in character, and that 
much of its business consists of financing the production 
and movement of crops. Differences from one year to 
another of the date at which important harvests reach 
fruition may well explain changes in the bank’s balance 
sheets from advances to bills and back again. 


THE British Overseas Bank has the distinction of being 
the first bank to issue its accounts in the new form 
at prescribed by the 1929 Companies’ Act. 
a. The accounts as a whole reveal further 
Bank Progress. Profits have risen from £150,615 
to £159,928, deposits from £4,588,987 to 
£5,113,907, and acceptances from £4,089,165 to £4,659,31I. 
At the annual meeting held on December 3, Viscount 
Churchill gave an interesting exposition of the bank’s 
activities. Its acceptances finance mainly movements 
of cotton, sugar, rubber, metals, timber and cereals, and 
as the prices of most of these commodities have moved 
downwards during the year, the increase in the bank’s 
acceptances is all the more satisfactory. Viscount 
Churchill is justified in his claim that these figures 
betoken a healthy and active business. 


THE latest balance sheet of the Bank of Montreal, which 
is dated October 31, 1929, contains one very interesting 
item. This is “call and short loans in 

an Great Britain and United States.” On 
October 31, 1928, this item stood at 
$139,000,000, but by the end of last October it had 
fallen to $116,000,000. The first point of interest is 
how far the contraction of $23,000,000 is due to with- 
drawals from New York, and the second is what pro- 
portion of these withdrawals were made during the closing 
fortnight of the bank’s financial year. On these points 
the bank’s balance sheet is naturally silent, which leaves 
the reader free to adopt his own view. Judging the 
bank’s report and accounts as a whole, 1928-29 has been 
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a satisfactory year. Profits, deposits, and loans and 
discounts, have all increased, and the balance sheet 
shows that the bank has maintained its strength and 
liquidity. 
THIS year’s report of this well-known institution records 
several important changes. In the first place it has 
amalgamated its Rumanian branches with 
Banque the Banque Commerciale Roumaine, 
Belge Pour thereby obtaining for its branches the 
L’Etranger rights of an autonomous bank. Similarly, 
the bank’s former Egyptian branches have 
been transformed into a new institution, the Banque 
Belge et Internationale en Egypte, while the Constantinople 
branch has been ceded to the Banque Francaise des 
Pays D’Oriente. Despite these changes, there is no 
reason to suppose that the Banque Belge will not miain- 
tain the closest connections with its former branches, but 
the changes mean that this year’s balance sheet is not 
comparable with last. Still the profit for the year shows 
an improvement on last year, and although the bank’s 
capital has increased, the dividend is maintained at 
Io per cent. This is quite a healthy sign. 






The Banks and Industry 


HAT there is something radically wrong with 
British industry is so evident as to admit of no 
dispute. That the country is faced with the 
necessity of discovering what is wrong and of setting it 
right is a proposition with which few would find fault. 
That the question is one of immediate and great urgency, 
affecting the prosperity of all sections of the population, 
is even now scarcely understood. 

The industrial position of this country at the present 
time is peculiar. On the one hand, there is rapid develop- 
ment, vitality and profit in a great variety of under- 
takings which in sum total contribute a large share of 
our national production. On the other, there are the 
great basic industries: coal, cotton, wool, iron and steel 
which have been for the greater part of the post-war 
period and still are confronted with difficulties which 
they seem to be powerless to overcome. These industries 
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constitute the very core of our industrial life. Upon 
their prosperity must, in the long run, depend our 
ability to maintain our large population in the enjoyment 
of a high standard of comfort. This contrast between the 
prosperity and profit in some departments of production 
and the prolonged depression in our great staple trades 
has misled some people into supposing that we can, 
without great danger, contemplate the gradual decline 
in the latter. To argue in this way is to commit a fatal 
error, for our prosperous industries are the superstructure 
which rests on the foundation of the basic production. 
For a while, the former may derive, and in fact actually 
have derived, certain advantages from the depression of 
the latter in the shape of unduly low prices for their 
materials. In the long run they must stand or fall 
together. But the essential character of these great 
depressed industries to the national economy is most 
evident in relation to our foreign trade. Even now, for 
the first eleven months of this year, coal, iron and steel, 
cotton, wool and ships make up £295 millions out of a 
total export of all kinds of £671 millions. Great as is 
still the part which they play in our export trade, it is 
much less than in pre-war time and, unless a great 
improvement takes place in their productive efficiency, 
the further decline is inevitable. For the central fact 
has to be admitted that we have not retained our com- 
parative advantage over our chief rivals in the world’s 
markets. While they have increased their efficiency 
beyond recognition, we have in some respects actually 
gone back. 

If this, in general terms, is the serious position in 
which we now are, it must be admitted that the restora- 
tion of our basic industries to a position of the highest 
efficiency is a matter of national importance. The need 
is so great and so pressing as to call for a great co-operative 
effort, inspired by a spirit similar to that with which 
we should face a great national danger in time of war. 
Assuming that we are capable of rising to the situation 
what is it that has to be done and how can it best be 
carried out? The nature of the difficulties besetting our 
basic trades has been so frequently discussed that it is 
necessary here only to sum up the position in barest out- 
line. After allowing for the varying circumstances of each 
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industry the root of the present evil is much the same in 
every instance. It consists, first, in a large surplus pro- 
ductive capacity, due in part to the stimulation of supply 
during the war ; in part to post-war expansion abroad since 
the war. This surplus capacity results in price cutting 
below a profitable level. It also leads to the spreading 
of output over too many units, each of which has a 
high production cost as the result of working its 
plant and labour part time. The second great defect 
is inefficiency of various kinds. Much plant is obsolete; 
processes are often also faulty; the lay-out of factories 
is bad; the organic relation of the industrial units is 
in need of radical revision; finance and selling organisa- 
tion are alike on too small a scale. It is unnecessary 
to elaborate the existing deficiencies further. It is 
possible to be equally brief in defining what it is that 
has to be done in order to rationalise these great indus- 
tries. The first thing is to eliminate the unfit. The 
second is to reconstruct the efficient units, not merely 
in the sense of a capital reconstruction, but in many 
cases, particularly that of iron and steel, organically. 
The third thing is the expenditure, on a large scale, of 
new capital in order to refit with the best appliances, 
not only for the purpose of present forms of production, 
but in order to take prompt advantage of new processes 
and new discoveries. 

If it is comparatively easy to point out what it is 
that is necessary to restore our industries to a state of 
high efficiency, it might very naturally be asked: Why 
have these things been so long left undone? The answer 
is plain. There has been no effective rationalising force. 
Everyone has been waiting for this force to appear 
from within the industries themselves, but it has not 
been forthcoming, and the conclusion that is: now 
irresistible is that there is little or no chance of rational- 
isation from within. Several reasons can be given for this 
conclusion. There is the vicious circle that arises from 
surplus capacity in particular, and from inefficiency in 
general, which means that, after long years of depression, 
there are not the resources internally available, nor the 
prospects upon which an appeal can be made to the 
capital market. There is the mass of heterogeneous vested 
interests, sufficiently important to exercise power, but 
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with none powerful enough to impose a plan of effective 
re-organisation. There is the dead-weight of ingrained 
habit, of tradition, to be reckoned with. For these and 
other reasons we must, however regretfully, face the 
fact that the return of this country to industrial health 
now depends upon our ability to discover and apply a 
force, external to each industry, which will impose 
rationalisation. Where are we to look for such a force? 
The answer here suggested to this most vital question 
is that the force of which we are in search can be most 
effectively supplied by the banks acting in co-operation. 
This suggestion runs so violently counter to all the 
received ideas with regard to English banking that it is 
doubtless in danger of being brushed aside as wildly 
impracticable. But is it really so? Let us consider 
the reasons for urging the duty upon the banks. There 
is, first, the negative reason that, if, as seems inevitable, 
some force external to the industry must be invoked as 
the agent of rationalisation, the state itself will do the 
work unless some other agency is forthcoming. This 
appears to be the position to which we are coming in the 
case of the coal industry. [If all else fails, rationalisation 
by legislation may be necessary, but it is a method that 
is full of dangers which the future history of the coal 
industry is extremely likely to show. The second reason 
for urging the banks to render this service to the nation 
is that beyond all doubt they have the power provided 
they will use it. Ina large number of cases their power 
is at the present time supreme in virtue of the extent to 
which the concerns in the depressed industries are 
indebted to them. But these frozen credits are not in 
themselves a sufficient power. Rationalisation implies 
much more than forcing the hands of the uneconomic 
units and shutting down the surplus plants. It must 
build upon the best units, and these may not be heavily 
indebted at all. There are, however, none that can 
continue to do business without the assistance of the 
banks. In order that the power of the latter may be 
effective it is essential, therefore, that they should act 
together, not only in respect of past debts, but in pro- 
viding future advances. In these two ways there can be 
little question that the banks can exercise the force needed 
to provide the sanction for effective rationalisation. If 
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they should agree to use it, exceptionally and in view of 
the urgency of the national need, the first step would be 
for them to select and appoint a small expert body to 
formulate a plan. The experts must be prepared to act 
with almost ruthless disregard for vested interest and 
with a very thorough conception of the degree of reform 
to be attained. Having prepared a plan that could be 
adopted with confidence that it would be in the best 
interests of the industry and of the country, it would be 
the business of the banks to recommend to Government 
that the capital required should be guaranteed by the 
state on the express understanding that the banks would 
enforce the carrying out of the plan. Here, in paren- 
thesis, it may be urged that the Government should 
stipulate for some contribution from the rationalized 
industry, to be paid after the return of prosperity, in 
relief of taxation and as a fair return for the advantage 
of the guarantee. Thus provided with the large capital 
required and wielding the necessary power the banks 
would bring the plans of rationalization into operation 
with every possible expedition. A new and brighter 
chapter would be begun in our industrial history. 
Before indulging in happy contemplation of the 
prospect, however, it will be well to ask what objections 
can be brought by the banks themselves to becoming the 
agents of effective rationalisation. Undoubtedly the first 
is likely to be couched in the form of an appeal to 
established English banking practice. This ordains that 
the bank should provide the circulating capital of in- 
dustry, leaving to the investor the provisions of the fixed 
capital. Moreover, the banker normally refrains from 
exercising supervision over the business man in the 
conduct of his enterprise. Any violation of this custom 
would be greatly resented by business men themselves. 
There is no intention here to question the normal sound- 
ness of this tradition. What is argued is that, confronted 
by an urgent national danger, tradition should be 
abandoned in case of need. The second objection raised 
by the banker would probably be that in acting as is here 
suggested he would draw down upon his head an immense 
amount of unpopularity. That he would for a time be 
unpopular with some of the rationalised interests within 
the industry is virtually certain. This would probably 
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be most serious in relation to such increase of unemploy- 
ment as would almost certainly, for a time, follow from 
rationalisation. But it should be explicitly admitted that 
no large plan of rationalisation should be put into 
operation without some specific provision, made in.collab- 
oration with the unemployment authority, for those tem- 
porally thrown out of work. There is no reason to 
think that effective rationalisation would fail in securing 
the help of the leaders of the Trade Union movement. 
For the rest, so far as unpopularity is concerned, there 
is surely reason to suppose that in undertaking the 
responsibility that is here advised the banks would at 
once earn a great and general tribute of gratitude from 
the country at large. They would prove their capacity 
to give just that directing influence in the use of financial 
resources for the best interests of the country which is 
one of the demands that is increasingly made by those 
who now think such direction is possible only under a 
nationalised banking system. All things considered it is 
highly probable that, on balance, the course that is here 
advocated would win for the banks, not unpopularity, 
but a great popularity. There remains one further 
serious objection to be dealt with. It is obvious that 
everything that has been said depends upon the assump- 
tion that the banks would act in complete co-operation in 
this matter. At present the banks are engaged in the 
keenest competition. What chance is there of the kind 
of unity between them that is absolutely essential in 
this connection? This is not an easy question to answer, 
but it may be advanced as a plea against accepting the 
objection as final, that some day such co-operation for 
great national purposes will prove to be inevitable. It 
is in the line of future development. Is it not, therefore, 
possible that, if a recognised leader in the banking world 
were to give this method of rationalising British industry 
his support and guidance, the other bankers would 
loyally follow that lead. Is it not, after all, a question 
that must depend upon two things: first, a vivid appre- 
ciation of the dire necessity which now confronts us and, 
second, the realisation of the dangers of leaving the 
responsibility to others far less capable of undertaking it 
in the best interests of the community. 
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Banking and Money in 1929 


sh: year that has just drawn to a close was in the 
financial and monetary sphere one of the most 
difficult and eventful experienced since the war. 
At home it witnessed the severe frosts of February, the 
general election in May, the Hatry crisis in September, 
and the bank rate changes of February and of the autumn 
months. On the Continent the February frost led to the 
wholesale dislocation of trade, while later in the year 
came the Young Committee and the April flurry in the 
mark, the Hague Conference in August, and the steady 
absorption of gold by France which has extended over 
the last half of the year. Finally, over-shadowing all, 
came the Wall Street boom which ended last October in 
its inevitable collapse. Add to this the publication under 
the Young plan of the draft constitution of the Bank of 
International Settlements, the impending restoration of 
the gold standard in Japan, and the gold losses of 
Australia and the Argentine, and it will be seen that the 
year was, indeed, an eventful one. 

Inasmuch as all these events and incidents had their 
immediate repercussions upon London, the financial 
centre of the world, the past twelve months have been an 
anxious period for British banks. It is often thought 
that changes in Bank rate do not affect the average 
joint-stock bank, the reason given being that the interest 
they pay on their deposits and the interest they charge 
on their advances rise and fall in exact sympathy with 
Bank rate. This view, however, ignores many vital 
factors. The most obvious of these is the fact that 
approximately half of a bank’s deposits consist of money 
lodged on current account. Such money, of course, is 
not subject to interest at all, and to this extent a rise 
in Bank rate adds to the banks’ profits. On the other 
side of the account must be set such consequences of a 
rise in Bank rate as the depreciation in the banks’ invest- 
ments, the loss of acceptance business to foreign centres, 
the restriction of new capital issues, and even the loss on 
bills discounted when the lower rate was in force. Again, 
if the higher Bank rate checks trade and depresses stock 
exchange prices, the banks will have to make fresh 









BANKING AND MONEY IN 1929 15 






provision for bad debts and will have a large number of 
“frozen’”’ loans to carry. A higher Bank rate is thus a. 
far from unmixed blessing to the banks. 

It is advisable to insist on this point, if only to refute 
much of the ill-informed criticism of the banks which 
the history of the past year has inspired. The leading 
banks have still to issue their accounts for the year, but 
despite the actual and rumoured losses arising out of the 
Hatry crisis, there is no doubt that the balance sheets 
will display that enormous margin of strength to which 
the country has for long been accustomed. Profits, on 
the other hand, may not show much change from previous 
years. This is not because of the Hatry losses, which in 
comparison with the assets of any of the leading banks 
are a very minor affair, but is due to the need for making 
provisions against developments of the kind just specified. 
It may be well to point out that active trade benefits the 
banks as much as anybody, for it means a bigger volume 
of business and less risk of loss. 

The course of money rates in London and New York 
and also some of the principal foreign exchange rates are 
set out in the following table, and these statistics, which 
represent averages for the month, are sufficient to illustrate 
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the main monetary cross-currents of the year. January 
opened with London in a relatively weak position. As 
a later table shows, the Bank of England’s gold stocks 
were little over £150,000,000, the minimum level en- 
visaged by the Cunliffe Committee, and London discount 
rates of only a little over 44 per cent. had to pull against 
a New York call rate of nearly 7 per cent. Hence it was 
not surprising that February witnessed a renewal of the 
gold efflux to the United States, or that the Bank had 
to take immediate action to stop it by raising its rate 
to 54 per cent. 

For a time it seemed doubtful if the new Bank rate 
would prove effective, and, indeed, the dollar exchange 
hung obstinately near the export gold point of a shade 
under $4-85. Fortunately there was at this time some 
disposition on the part of New York banks to check the 
inflow of foreign short money, and the high average of 
9:8 per cent. recorded by call rate in New York for 
March is to some extent a reflection of the scarcity of 
funds resulting from this policy. The Bank of England, 
in its turn, succeeded in replenishing its gold stocks, and 
despite the unsettlement caused by the election—which 
affected the stock exchange more than general business— 
the situation in London at the end of May was distinctly 
more hopeful than at one time seemed likely. 

Early June is a convenient point in the history of the 
year at which to halt and take stock of the position. In 
many ways the omens seemed favourable. At home the 
election was over, and for good or for evil the com- 
position of the new Government and the new House of 
Commons was known. Trade and industry had taken 
the elections well, and whereas in previous years there 
had been a definite business recession immediately after 
Easter, last year trade was well maintained. Particularly 
encouraging during the first half of the year had been the 
improvement in the heavy industries of coal, iron, and 
steel, which had previously passed through so long a 
period of depression, and though the recovery was only 
relative, and left these great industries still working far 
below capacity, it was rightly hailed as a significant 
move in the right direction. Elsewhere in the industrial 
world, textiles were a weak spot and remained so through- 
out the year. Other big industries, such as engineering, 
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chemicals and building were doing fairly well, while in 
the counties, farmers, despite the spring drought, could 
at last look forward to a harvest under more favourable 
conditions than they had experienced in recent years. 

Abroad, the Young Committee had _ successfully 
reached the end of its labour, and produced a unanimous 
report. The Hague Conference had yet to meet, so that 
for the moment the tension, which had so seriously 
affected the mark in April, was relieved. Continental 
business had made a good recovery after the dislocation 
to production and transport caused by the hard winter, 
and reports from France, Belgium and Germany told of 
activity, especially in the heavy industries. Money, it is 
true, was tight, as Amsterdam, Berlin, Rome and the 
Scandinavian centres had come into line with the higher 
Bank rate established in London, and the flow of European 
money to New York, which had begun again in April, 
was Causing a certain amount of apprehension in business 
circles. Still taking the true position on the Continent 
as a whole, the omens again seemed favourable. 

In the City of London the outlook was less certain, 
and looking back from the end of the year it is possible 
to see that even in May there were signs of the trouble 
to come. The Stock Exchange had been passing through 
a long period of slow liquidation, during which the 
numerous boom flotations of the previous year were being 
reduced to their proper proportions. In addition to the 
sentiments inspired by the obsequies of the “ shilling 
share’ the Stock Exchange was affected by the general 
election, with the result that, during the first half of 
1929, business was at a low ebb with prices steadily 
declining. 

Coming to the monetary position, as the following table 
shows (page 18), the Bank of England’s own position was 
relatively satisfactory. The 54 per cent. rate had enabled 
the Bank to add over ten millions to its gold stocks, which 
at the end of May stood at £162,500,000, and the “ Pro- 
portion” at that date of 544 per cent. showed that the 
Bank had a good margin in hand against contingencies. 
The Bank had also been able to continue its open 
market policy of neutralization, whereby changes in 
its Reserve were deliberately balanced by counter- 
changes in the banking department’s holding of Govern- 
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ment securities, thus permitting banker’s deposits to be 
maintained at a level figure of about £58,000,000. 

On the other hand, since April the chief foreign 
exchanges had been moving against London, and as a 
preceding table shows, for May the dollar rate averaged 
$4-849,a rate just low enough to permit of the export of 
gold. In New York call rate was still fluctuating around 
8 and g per cent., or far above the rates at which money 
could be employed in London, and even the New York 
acceptance rate was slightly above the London level. 
On the Continent the mark and franc were both moving 
against London. 

By the end of June the foreign pressure on London 
had become sufficiently severe to initiate what was to 
prove the most prolonged and serious gold drain of the 
year. In June gold went mainly to New York and 
Berlin, but the following month Paris became the chief 
magnet, and remained so until early December. The 
reasons for the drain of gold to France have never been 
fully explained. The relative level of money rates in 
London and Paris was not such as to account for it, and 
the only reason forthcoming is the not very satisfactory 
one that owing to such causes as tourist demands for 





BANKING AND MONEY IN 1929 19 


currency and the immobilization of money collected in 
respect of tax payments, the French banks were short of 
francs and had to repatriate part of their large foreign 
balances. The extent of London’s gold losses during the 
summer months is revealed by the fact, between May 29 
and September 25, the Bank’s gold holdings fell from 
£162,500,000 to {£131,900,000, or to nearly twenty 
millions below the limit suggested in the Cunliffe report. 

During this period the Bank of England refrained 
from making any further increase in its rate. The policy 
it followed was to abandon the Cunliffe limit—to which, 
indeed, it had never adhered—to allow gold to leave 
freely, and to continue its neutralization policy by 
balancing the contraction in its Reserve by fresh pur- 
chases of Treasury bills. On occasion, too, it marked 
the serious character of the situation by departures from 
its traditional silence. Thus when the New York re- 
discount rate was raised from 5 to 6 per cent. on August 8, 
the Bank of England announced that no increase in its 
own rate was imminent, while a little later it publicly 
contradicted a wholly irresponsible rumour to the effect 
that a large credit was being arranged in New York 
with the object of supporting sterling. Nevertheless the 
Bank was freely criticised for not raising its rate in August 
or early September, on the ground that it was common 
knowledge that an increase was inevitable, and that the 
suspense was proving bad for trade. At the time these 
criticisms seemed to have some force, but it must be 
admitted that the Bank had a difficult problem to solve, 
and could fairly argue that the flow of gold to France 
could not be checked by higher rates in London. 

The end of September witnessed the Hatry crisis, 
followed a few days later by the increase in the Bank 
rate to 64 per cent. This increase had no connection 
with the Hatry crisis ; it was due entirely to further gold 
losses and to the growing difficulty the Bank was ex- 
periencing in placing the week’s quota of Treasury bills. 
The next few weeks were to prove very difficult, and it 
was in reality fortunate that so much stock exchange 
liquidation had taken place earlier in the year. The 
Hatry tangle has still to be solved, and its existence is 
one of the main causes of the general fall in share prices 
and the lack of business on the Stock Exchange which 
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has been so marked during the autumn months. So far 
as the banks are concerned, apart from the actual losses 
alleged in the course of the Hatry legal proceedings, 
there is no evidence of much trouble, and, indeed, the 
autumn fall in prices may have been in part the result 
of the calling-in or “ pruning’’ of bank loans against 
shares. The investor and still more the speculator will 
naturally look back on the autumn with far different 
feelings. 

While business at home was not restricted by the 
February Bank rate increase to 54 per cent., the autumn 
increase to 6} per cent. undoubtedly had an adverse 
effect. Monetary uncertainty had rendered the holiday 
recession in business somewhat more severe than usual, 
and the result of the financial troubles of September was 
that the holiday atmosphere of inactivity was prolonged 
right into October. Early in that month, industrialists 
were feeling very dubious about the winter outlook. 

Meanwhile, the Wall Street boom was tottering to its 
fall, and the Hatry collapse and the 6} per cent. Bank 
rate in London really dealt Wall Street its final and fatal 
blow. Early in October the decline in prices began, and 
once it had started it rapidly accelerated until in the last 
week an orderly retreat degenerated into a rout. For 
many days a state of chaos reigned, and when it first 
became possible to measure the extent of the debacle it 
was seen that stock prices and brokers’ loans had both 
been deflated to the level of two years before. Hundreds 
and thousands of speculators who had been trading on 
margins found that they had lost their all, and while the 
leading banks and industrial concerns emerged intact 
from the crisis, the business outlook, especially for the 
luxury trades, was very uncertain. 

The collapse of the Wall Street boom had repercussions 
all over the world. The commodity markets were at 
once affected, and forced sales or reduced purchases of 
such commodities as wheat, metals, and rubber brought 
the wholesale price-level in England down to the lowest 
point reached since the war. This has naturally had a 
deadening effect upon certain industries, but against 
this must be set the all-important fact that the Wall 
Street break and the deflation of broker’s loans from 
nearly 7,000 to 3,500 billion dollars released suddenly all 
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the world’s floating money that had been accumulating 
in New York during the past eighteen months. Much of 
this money at once returned to London. 

The effect on London discount rates and on the 
foreign exchanges was electrical. The dollar rate shot up 
in little more than a month from the export gold point 
nearly to the import gold point. Paris gradually ceased 
to draw gold from London, and began to take it from 
New York. Treasury bills which in September could 
only be placed with difficulty, began to meet with a keen 
demand, and bill rates in general were forced down in 
October and again in November, until the wide margin 
between market rate and Bank rate twice forced the 
Bank of England to reduce its rate; 64 per cent. gave 
way to 6 per cent. on October 31, and 54 per cent. followed 
three weeks later. By the end of November it was clear 
that the Wall Street collapse had brought the era of 
dear money to an end, and when the improvement in the 
Paris exchange, discussed in detail in the Banker’s Diary, 
enabled the Bank of England to make its third reduction in 
its rate, this time to 5 per cent., it was clear that if industry 
has still to recover from the excitements of 1929, it will 
have cheaper money as a tonic. The Stock Exchange, 
it is true, remains depressed. The Hatry difficulties have 
still to be resolved, and it is necessary to add that the 
issue of the new Conversion Loan in November on a 
5 per cent. basis was not a move calculated to inspire 
confidence. Still, regarding the economic life of the 
country as a whole, it seems fair to say that England has 
come well through a difficult year, and if little real 
progress has been made, the conditions at least were 
hardly propitious. 

What effect had the events of 1929 upon the British 
banking system? The bald answer to this question is 
found in the final tables on page 22. 

Just as the Bank of England followed a neutralization 
policy designed to maintain banker’s deposits at a level 
figure, so in their turn did the clearing banks strive to 
keep the country supplied with money, even though 
gold, the basis of credit, was steadily contracting. They 
did so in two ways. They let their ratio of cash to 
deposits run down from I1-I to 10-6 per cent., and they 
raised their ratio of advances to deposits from 53:6 to 
c2 
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NINE ENGLISH CLEARING BANKS 
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during year. —6-8 | —4°1|}/—17°7) —5°9/+32°2 lbs, itis Wai +1: 
55°5 per cent. The result was that although their cash 
fell from £193,300,000 to £186,500,000, their aggregate 
deposits remained unchanged at {£1,751,000,000, while 
their advances rose from £940,800,000 to £973,000,000. 

A liberal policy of this kind was indeed necessary. 
It was of supreme importance to keep trade and 
industry well supplied with funds, even at the cost of a 
lower cash ratio. Again, the uncertainties of the summer 
and autumn have rendered it quite impossible for new 
capital issues to be placed on the market, and thus 
industrial concerns have had to rely temporarily on their 
bankers for their new capital requirements to a degree 
that is unusual and would in normal times be unjustifiable. 
How the banks have fared in so eventful a year is still to 
be disclosed, though some of the factors affecting their 
profits have already been discussed. Apart from this 
two facts are clear: In common with others the banks 
have had a difficult and anxious year, but at the same 
time 1929 will be remembered as a year in which the 
banks served the public well, and rendered assistance to 
the business world to the full limit of their resources, 




















The Commonwealth Bank Bill 


By Our Australian Correspondent 


EADERS of THE BANKER will recollect that in 
R the September number the development of the 

Commonwealth Bank of Australia from its incep- 
tion until that time was discussed, and that the Bank was 
originally formed by a Labour Government for the 
purpose of providing cheap banking facilities for the 
Australian public. Since that article was written there 
has been a change of Government and Labour is once 
again in power. 

One of the first acts of the new Ministry has been to 
introduce a bill further to amend the Commonwealth 
Bank Act. The bill is of outstanding importance, but 
before commenting on its terms it is proposed to examine 
the existing Australian exchange situation, as_ this 
accounts for the desire of the Treasurer, Mr. Theodore, 
that the bill should be placed on the Statute Book at as 
early a date as possible. 

During the last few months, after a long period of 
stability, Australian exchange rates have moved strongly 
against the Australian pound, which is at the moment 
at a substantial discount. 

Before discussing the reasons for this, it may be as 
well to explain at the outset that although the coinage of 
Australia, so far as the coins minted are concerned, is 
exactly the same as that of the United Kingdom, there is 
an exchange between the two countries in exactly the 
same way as there is between England and, say, the United 
States or France, and, moreover, the same conditions of 
supply and demand apply. No doubt because the 
English sovereign and the Australian sovereign are of 
the same value one is often asked why the charge for 
remitting funds from Australia to London varies, and 
it is not always easy, without going into a lengthy 
explanation, to convince an Australian when Australian 
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funds are at a discount that his Bank is not making an 
exorbitant profit. Such enquirers overlook the fact that 
owing to the distance the shipment of gold (the only 
medium of adjustment) from Australia is very costly, 
and that Australian notes are not legal tender or even 
acceptable for payment outside Australia. 


In order to understand the present state of affairs, 
it is necessary to examine the financial position of 
Australia in so far as it relates to obligations abroad. 


According to the Commonwealth Statistician the 
total public debts of the Commonwealth and the States 
as at June 30th, 1928, was £1,095,000,000, representing 
£174 per head of the population; of this debt about 
£438,000,000 was borrowed in London, £48,000,000 in 
New York and £84,000,000 represents War Debt to the 
British Government, making a total external debt of 
£570,000,000, which is the figure with which we are 
chiefly concerned. It is estimated that the service of 
this external debt requires over £33,000,000 per annum. 
How is this amount provided? It can be provided out 
of (a) any surplus held abroad, (b) excess exports, or 
(c) further borrowing. 

From an examination of the figures of previous 
years, it appears that since 1914-15 the recorded excess 
of exports over imports is about £60,000,000, largely due 
to substantial excess exports during the years 1916-17 
to 1919-20, the figure in the last-mentioned year being 
as much as £50,000,000. 

During recent years the figures have been as follows :— 


1925-1926 ae - ee .. excess of imports {2,856,244 


1926-1927 - os on “a do. £19,576,227 
1927-1928 ae as a0 - do. £4,731,900 
1928-1929 oe oe es .. excess of exports {1,152,142 


As the total of the annual obligations abroad since 
I9QI4-IQI5 may be stated in round figures as £350,000,000 
and the increase in the Public Debt raised abroad for the 
same period at approximately £275,000,000, it is obvious, 
although the figures take no account of the transfer of 
private capital, that for a number of years Australia has 
been able to maintain imports on an equality with 
exports owing to the fact that her external obligations 
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have over a period been more or less equalled by the 
increase in external indebtedness for the same period; 
also that there can now be little, if any, surplus on which 
to draw. It is true that interest charges are borne out of 
revenue and that new loans are used for development 
purposes, but this does not affect the statement as to 
provision for external obligations. 

Australian exports consist, in the main, of primary 
produce, and the prosperity of the country is very largely 
dependent on the value of its wool and wheat shipped 
overseas. The price of wheat is low and the coming 
harvest is likely to be only moderate to poor. The 
price of Australia’s chief export, wool, has fallen heavily 
and is now about 25 per cent. to 30 per cent. lower than it 
was at the same time last year, notwithstanding the 
fact that the amounts to be offered for sale before 
Christmas have been reduced by 33 per cent. and the 
sales are to be extended until June next. It is estimated 
that for 1929-30 the value of wheat and wool shipped 
overseas may be as much as {20,000,000 less than the 
value ot the previous year’s shipments; in other words, 
the London Offices of the Australian Banks will have 
£20,000,000 less to pay for obligations abroad and/or 
imports. The position will be relieved by Government 
borrowing abroad although this is not likely to be heavy, 
as it is generally recognised both in England and 
Australia that the scale of Australian borrowing during 
the post-war years has been somewhat greater than the 
growth of population and of production has justified. 


This question was considered at a meeting of the 
Federal Loan Council at Canberra on August 6, at the 
close of which the following statement was issued :— 

The Australian Loan Council, at its meeting to-day, discussed the 
financial position, and in view of the information available since the 
last meeting it decided that the curtailed programme of the various 
Australian Governments be still further reduced by 20 per cent. Every 
Government was represented. 


It is understood that this means that borrowing for 
loan expenditure by the Commonwealth and States is to 
be reduced to {28,000,000 for the current year. Naturally 
no statement is made as to how much of the {28,000,000 
is to be issued respectively in Australia and abroad, but 









26 THE BANKER 


if it is assumed that {14,000,000 is raised abroad the 
following position arises :— 
Approximate obligations abroad for interest and 

services for 1929-30, .. say £33,000,000 
Less increase in mee debt ( of “£28, 000. 000) raised 

abroad, as ‘ ee os ‘a -. Say 14,000,000 


To be provided by excess exports ea ‘i £19,000,000 


It is obvious from these figures and the likelihood of 
a substantial reduction in the value of exports, that (even 
if more than £14,000,000 of loan expenditure is raised 
abroad and the Banks assist by allowing their funds in 
London to be reduced to a minimum) imports cannot be 
maintained on the present scale and must be drastically 
curtailed, also that the Australian pound is likely to 
remain at a substantial discount for some considerable 
time. 

The Chairman of the Commonwealth Bank has 
announced that {6,000,000 of Australian gold was to reach 
the Bank of England before the end. of the year 1929. 
Whilst this will be a very useful addition to the Bank of 
England’s stock it is not clear, at the time of writing, 
whether or not it will help to relieve the Australian 
exchange position. It is certainly not being shipped 
by the banking department of the Commonwealth Bank, 
as according to the Balance Sheet of June 30, 1929, 
that department’s holding of coin bullion and cash 
balances was then only {£1,464,822. On the same date 
the Note Issue Department held gold coin and bullion 
to the value of {22,651,496 against notes in circulation 
of £42,758,226. It is hardly likely that there has been 
any very great reduction in the note issue during recent 
months and it is therefore probable that the shipments 
are made in furtherance of the declared policy of the 
Directors to avoid the holding of surplus gold as an 
unearning asset. If this be so the exchange will not 
benefit as the proceeds of the gold will be invested in 
London in the purchase of Government Securities. On 
the other hand the amount might be made available 
for the payment of Government obligations abroad if 
it is replaced in Australa by Australian Government 
Securities. 

The trading Banks held in Australia an average 
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of £25,237,733—of coin and bullion for the June 1929 
quarter. If this could be shipped to London it is not 
to be expected that those banks would be prepared 
to part with any substantial portion of their gold unless 
they could be assured as to its replacement in due 
course, especially as the bulk of their liabilities are in 
Australia and their liquid resources there are not excessive. 

The present position is somewhat similar to that 
which had to be faced in 1920-1921, when the Banks’ 
telegraphic transfer selling rate Australia on London 
was altered on October 8th, 1920, to 30s. per cent. 
premium, on October 30th to 40s. per cent. premium and 
on December Ist to 50s. per cent. premium, at which 
figure it remained until December, 24th, 1921. This 
year the rate was altered from 20s. per cent. to 25s. per 
cent. premium on July 22nd, to 30s. per cent. premium 
on September 3rd, to 35s. per cent. premium on October 
roth and to 42s. 6d. per cent. premium on December 18th. 
If reference is made to the trade figures of the earlier 
period it is found that for 1918-19 there was an excess 
of exports of {11,628,817 and that for the following 
year the exports excess was as much as {50,849,217— 
exports amounting to {149,823,509, and imports to 
£98,974,292. In 1920-21 the position was reversed as 
exports amounted to {132,158,912 and imports to the 
extraordinarily high figure of £163,801,826 showing an 
excess of imports of £31,642,914. In that year the 
increase in the public debt raised abroad was about 
£11,000,000. The 1920-21 import figure was accounted 
for to a great extent by the collapse of the boom in 
England and the execution on Australian account of 
orders placed months previously which the importers 
in many cases had considered, owing to the lapse of 
time, as cancelled. Prices generally were falling and 
there is no doubt that the action of the Banks in 
curtailing imports by restricting financial facilities 
saved many a firm from serious trouble if not from 
disaster. The position was soon righted as in 1921-22 
there was an excess of exports of {24,780,099, imports 
being £103,066,436 and exports £127,846,535, and in 
the same year owing to Government borrowing there 
was an increase in external obligations of as much as 
£42,000,000, 
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Unfortunately the present position has arisen not 
altogether on account of excessive imports but owing 
to a substantial fall in the value of Australia’s chief 
exports coupled with a reduction of Commonwealth 
and State borrowing at a time when there can be little 
surplus abroad. 

Although the process may not be palatable, there 
should be no difficulty in adjusting the position if 
importers by curtailing their purchases abroad co- 
operate with the Banks and thereby avoid the necessity 
for the latter to adopt a system of rationing London 
funds. 

Dr. Earle Page, the Commonwealth Treasurer in 
the late Government, gave adequate expression to the 
existing state of affairs in the concluding paragraph 
of his budget speech on 22nd August last. It reads :— 

National finance is no exception to the general law of ebb and 
flow. For many years we have been favoured with prosperous seasons 
and good prices for our wheat and our wool, resulting not only in 
revenue sufficient for all governmental needs, but enabling many 
remissions of taxation to be made, That sooner or later we should 
enter upon a period of some depression was inevitable. This condition 
is merely a passing phase in our economic life. We have ample resources 
awaiting our energies. In many directions—particularly railways— 
the States have created capital works adequate to a much larger 
population and a much greater production. A sure path out of our 
difficulties can be found in a combined national effort to obtain 
industrial peace and increased and more efficient production. 


According to cabled reports, the bill referred to at 
the commencement of this article provides that the 
Commonwealth Bank may requisition all gold in Australia 
in the same way as the Bank of England has power to 
requisition gold in terms of Section 11 of the British 
Currency and Bank Notes Act, 1928, which was passed 
when the issue of {1 and ros. Notes was transferred from 
the Treasury to the Bank of England. It also gives 
the Treasurer power to prohibit the export of gold. 
Apparently, in the first instance, this authority could 
be exercised solely at the discretion of the Treasurer, 
but an amendment was subsequently inserted to the 
effect that this part of the bill could only come into force 
after the receipt of a recommendation from the Bank, 
and in this form the bill was passed by both the House. 
of Representatives and the Senate. 
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As previously stated, the trading Banks held at the 
end of June, 1929, approximately {25,000,000 in gold 
which, subject to any shipments already made, can 
be requisitioned by the Commonwealth Bank in exchange 
for Notes. As the Commonwealth Bank need only keep 
25 per cent. of the Note issue in the form of gold, it will 
be seen that the transfer of such a large sum places that 
Bank in a very strong position. 

From the trading Banks point of view the giving up 
of their gold at a time when it or its proceeds could be 
transferred to London at a profit, mav be very unwelcome, 
but on general grounds it cannot be gainsaid that the 
centralisation of the Commonwealth’s gold resources 
should be advantageous to the community as a whole. 

If, however, the recent shipments of gold already 
referred to have actually been made merely for investment 
in London in order to avoid holding a surplus in Australia 
as an unearning asset, it is difficult to understand the 
statement of the Chairman of the Commonwealth Bank 
recommending the recent legislation as to requisitioning 
gold on the ground that the Bank’s reserve of gold was 
likely to be depleted to such an extent as would take 
the control of the situation out of the Board’s nands. 
Surely if this is the case the Board, being fully conversant 
with the exchange position, should have retained its gold 
in Australia instead of transferring on its own account 
a very substantial sum to London. 

On 30th September last the total note issue was 
£41,858,226, of which {16,861,674 was held by the 
Banks and {24,996,552 by the public. Against this 
total the gold holding was £23,441,496. If this latter 
figure has since been reduced by shipments to London 
to about {20,000,000, there should still be ample to 
maintain the legal minimum of 25 per cent. and allow 
substantial amounts to be released against surrender of 
Notes which obviously cannot, owing to internal require- 
ments be reduced below a certain figure. The Govern- 
ment has, moreover, disclaimed any intention of 
increasing the total amount of the Notes. 

Assuming that the requisitioning of gold may be 
necessary, is it desirable that the Commonwealth Bank 
should have power to prohibit exports of the metal? 
Although the Chairman of the Bank, in a letter quoted 
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by Mr. Theodore, stated that even a temporary departure 
from the gold standard would be the last resource that 
the Bank would desire to see adopted, the fact that the 
Bank is a Government Institution and that that Govern- 
ment, with an external indebtedness of over £30,000,000 
per annum is likely to be the largest applicant for London 
funds cannot be overlooked. Unless the Common- 
wealth Treasury is envisaging the possibility of being able 
to use some of the Bank’s augmented stock of gold to 
meet part of its foreign obligations, the gold available 
should be more than sufficient for all possible requirements. 
Therefore, without further information on the subject 
it appears that this part of the bill might well have been 
omitted. As an alternative, Subsection (1) of Section I 
of the Gold Standard Act of 1925, which suspended the 
issue of gold coin, might have been adopted. 


How the City Works 


I. BANKS AND THE STOCK EXCHANGE 


T is a principle of conservative English banking that 
I funds representing a certain proportion of the total 
moneys deposited by customers shall be kept in cash 
and another proportion in interest-earning employment, 
but available on demand or at very short notice. In the 
case of the London clearing banks the published returns 
show this proportion of “‘ Money at Call and Short 
Notice’’ to be about 8 per cent. of deposits, or 
£144,000,000. The borrowers must be of unimpeachable 
integrity and the security of the highest class, for this 
money represents the banks’ second line of defence 
against unexpected withdrawals on a large scale. These 
conditions are satisfied, first, by the bill-brokers and 
other financial houses, who take a large proportion on 
the security of Treasury bills, Bank bills, and Govern- 
ment bonds, and secondly, by the stockbrokers and 
jobbers, who take the rest on the security of good-class 
stocks and shares. 

It is not possible to publish the share of each class 
of borrower, as most of the bill-broking houses and all the 
Stock Exchange firms are private concerns and do not 
make their figures public, while the banks do not show 
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these items separately in their accounts. It may be 
assumed, however, that the share that falls to the Stock 
Exchange amounts to many millions. 

The following is a description of the actual carrying-on 
of Stock Exchange business by the client, the broker, 
the jobber, and the bank. 

Mr. Brown, of Brighton, asks his brokers, Messrs. 
Long and Short, to buy him 100 Gramophone Company 
shares at not more than £5. Long and Short go to a 
jobber who specializes in this class of share and ask for a 
quotation. The jobber quotes 413 — 5 i.e. £5 to sell and 
£4 18s. gd. to buy. As the brokers can carry out their 
client’s order on this basis, they agree to take 100 shares 
and send Brown a contract note stating the amount due, 
including their commission of gd. per share, the amount 
of the transfer stamp, the company’s transfer fee, and 
the stamp on the contract note itself. They also state 
the date of the next settlement, an important item. 
The broker’s commission for buying or selling varies 
according to the price of the shares dealt in and, by the 
way, when they reverse a transaction before settlement 
is due they usually forego the commission on the second 
deal. The jobber, in our example, finding perhaps 
that buyers are coming along more freely than sellers and, 
wishing to balance his “‘ book,” 2.e. not to contract to 
sell more shares than he can buy, raises his quotations in 
order to discourage buyers and encourage sellers. On 
the other hand, he may have to lower them, always 
aiming to balance his sales against his purchases as 
closely as possible. Meanwhile, Mr. White, of Wimbledon, 
seeing in the newspapers that the price has been over 
£5 tells his brokers, Messrs. Bigg and Little, to sell his 
holding of Gramophone shares, without giving them a 
limit. Unfortunately for White, the price has dropped 
by the time they get the order and go into the House, and 
they only get {4 15s. for his shares. If the jobber (for 
the sake of simplicity we assume that he is the same one) 
had only these two transactions on his books he would 
profit to the extent of 5s. a share, but in practice his 
remuneration conforms more nearly to the few pence 
difference he maintains between his buying and selling 
quotations at any given moment. 

Account days, more commonly known as settling 
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days, are usually alternate Thursdays. The previous 
three days are employed in the considerable amount of 
clerical work incidental to the settlement, and any 
bargains done then are for ‘‘ new time ”’ or for the “ new 
account,”’ as the fortnightly period is called. In other 
words, the account runs from a Monday to the following 
Friday week, settlement taking place on the Thursday 
after the end of each account. As there are only two 
account days in each month, about once in three months 
the account lasts for three weeks instead of a fortnight. 

British Government Stocks are exceptional, being 
usually sold for “‘ cash,” ¢.e. immediate settlement. 

When the time for settlement arrives, a jobber may 
find that he has bought more of certain stocks or shares 
than he has sold and, as he must make payment to the 
various brokers, it may be necessary to go to the bank 
for a loan against the surplus stock he has acquired. 
On the other hand, he may be short and have to postpone 
delivery or look round for some stock which he can 
borrow temporarily. 

Returning to Mr. Brown and Mr. White, the jobber 
will obtain a transfer deed from the latter (through the 
brokers, of course) and pass it on to Messrs. Long and 
Short. From the jobber’s point of view, the brokers are 
his principals, for though they are merely agents for their 
clients, they alone are responsible to the jobber. Long 
and Short will deliver the transfer deed to Brown and 
collect the amount of the contract note. On settling day, 
Long and Short pay the jobber and the jobber pays Bigg 
and Little, who pay White. 

White, by the way, will see on the transfer deed the 
price paid by Brown, which is 5s. a share more than he is 
receiving, and, if he is inexperienced, he will jump to the 
conclusion that his brokers have made a mistake or 
neglected his interests. He will soon realize, however, 
what a multitude of transactions at varying prices have 
taken place during the previous fortnight, out of which 
has been crystallized one between himself and some 
stranger called Brown. Even after the elimination of 
all transactions, which offset each other, the settlements 
on the Stock Exchange produced an average increase 
of no less than forty million pounds in the totals of the 
London bankers’ clearing house each settling day 
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during 1928, as compared with other days. This hints 
at the magnitude of the business done in a fortnight and 
helps to justify the apparently large figures assumed for 
bank loans to members. 

If any delay occurs in obtaining payment from 
clients, and it often does from one cause or another, 
innocent or otherwise, the brokers must find the money 
themselves on settling day or borrow it. Normally, 
however, the transaction is complete except for the 
registration of Brown’s name in the Gramophone Com- 
pany’s books, and the issue of a share certificate for him. 
If, however, Brown is a speculator and contemplates an 
early sale of the shares he may wish to avoid paying for 
them. He therefore asks his brokers if they will “ carry 
over’ the dea] for him until the next settlement. They 
need not agree to this, but if they do they must make 
arrangements with the jobber, and Brown will have to pay 
a fee for the accommodation. This fee, called ‘‘ contango,” 
is based partly on the rate of interest the brokers have 
to pay for money and partly on the demand for such 
accommodation. An actual contango rate on a recent 
gramophone share transaction, when Bank rate was 
54 per cent., was 9 percent. per annum, 7.e. 6s. I1d. 
on a £100 transaction for the fortnight, not an exorbitant 
amount considering the convenience to the client. The 
client must also pay or receive the difference between 
his contract note price and the mean price ruling at the 
end of the account, receiving a new contract note at the 
latter price for “ new time.” 

Speculators who buy in the hope of a rise are, as all 
the world knows, called “‘ bulls.’”” But there are also 
“ bears,’’ and sometimes one who has sold in the hope of 
being able to buy at a lower price before the end of the 
account will desire to postpone settlement. He is like- 
wise liable to pay a commission, in this case called “ back- 
wardation,” but as the bulls are usually in the majority, 
the bear’s unwillingness to deliver suits them so well, 
that he not only escapes backwardation, but receives 
contango. He gets interest on something he does not 
possess! It is again a question of supply and demand, in 
this case, the supply of and demand for delay! It 
sounds profitable, but, as a matter of fact, the réle of bear 
is generally considered a dangerous one for the amateur. 
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Before leaving this rather intriguing subject of 
carrying over, the reader should be reminded that the 
complications of brokers’ and jobbers’ business are 
considerable, and it may sometimes suit a jobber, for 
some purely technical reason, not to deliver shares he 
has sold. In such a case the buyer may be let off with an 
almost nominal rate of contango, say I per cent., but 
rates above the current interest rates, up to 12 per cent. 
or more where the demand is great, are the more common. 
It must be remembered that shares purchased can never 
be left “‘in the air’’; somebody must be prepared to 
hold them all the time. Also, that the ramifications of 
business within the market itself are such that it is impos- 
sible always to conform to a standard practice. Such 
variations, however, are purely technical and do not 
affect the outside world. 

Coming to the subject of the bank and the broker or 
jobber, “ carrying over ”’ for clients and keeping current 
accounts open for speculators are the main factors in 
brokers’ loans. We have seen that the jobber has to 
borrow according to the state of his ‘“ book.”’ Another 
factor, which has not yet been mentioned, is option 
dealing. It is generally possible to buy, at a price, an 
option to take up or deliver shares (2.e. “‘ call’ or “ put ’’) 
within a certain period at an agreed price. The jobber 
who sells a “call” option usually discounts his risk 
by providing himself immediately with half the shares 
he may be called upon to deliver. He must carry these 
on his own or the bank’s money. 

Jobbers’ loans fall into two classes. In the one class 
are those of good round sums repayable at call and 
secured on British Government Stocks. The rate for 
these is usually $ per cent. below Bank rate, but it may 
be increased if money is in great demand compared with 
the amount available. Any alterations in the amount 
and the rate are (nominally, at any rate) the subject of a 
daily reference by the jobbers to the managers of the 
banks with whom they keep accounts. In the other class 
are the loans against the less exalted orders of stocks, 
and these are indistinguishable from brokers’ loans. 

Thus most of the jobbers’ and normally all the brokers’ 
loans run, for the reasons that have been shown, from one 
settling day to another at the rate of 4 per cent. above 
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Bank rate. During these fortnightly periods the rate 
cannot be changed nor the loan called-in, except in the 
case of the value of the security becoming inadequate. 
Loans of this class are, as might be expected, much the 
smaller item in the group “ Money at Call and Short 
Notice ’”’ above referred to. 

A margin in the value of the securities above the 
amount of the loan is exacted by the bank, varying from 
5 per cent. on the best class of cover, up to 20 per cent. 
or even more. Banks would not readily take as cover 
the class of securities on which a much larger margin 
would be needed. It will be seen that the provision of 
the margin alone prevents a broker from carrying on an 
active business without some capital of his own. The 
procedure is for the broker to retain, as far as possible, 
shares which he expects not to hold for long and to 
deposit those which may be on his hands for some time, 
the reason being the trouble and expense of transferring 
registered shares into the bank’s name. Working on this 
principle he replaces withdrawals by fresh holdings, 
adding further cover if necessary or if he cares to do so, 
and on settling day, delivers a list of all his securities in the 
bank’s possession, showing the current value and the 
amount of loan he requires. The bank checks the values 
and satisfies itself that there is ample “ cover.” If there 
is not, there is trouble which may, but not often does, 
result in the member’s being “‘ hammered.” 

It should be added that the bank has a lien on all 
such securities, even though they afterwards prove to 
be the property of the brokers’ clients. 

Bank managers are, or should be, always willing to 
give advice and information on these matters, especially 
as the banks are rewarded with a half-share of the broker’s 
commission upon any business they introduce. The 
banks have, perhaps, encroached on the stockbroker’s 
preserve, but, undoubtedly, the system has helped to 
create new business and business in which there is no 
risk. The bank is responsible for its customers. 

In conclusion, it must be admitted that a large pro- 
portion of Stock Exchange business represents specula- 
tion. A writer in 1914 put it as high as 95 per cent. of 
the total, which was probably a gross exaggeration. 
Nowadays, expert opinion puts it at 60 per cent. then, 
D 
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and less than a half of that now. There is, however, 
more investing with a view to capital appreciation as 
distinct from pure speculation. Before the war, contango 
business was done on an enormous scale, certain firms 
specialized in it and would carry over anything, but 
now one is led to believe that its scale is almost micro- 
scopic. The stamp duty of one pound per cent. on 
transfers is considered to be a very restrictive factor, as 
it adds so much to the expenses, but it may be suggested 
that there is a personal reason, the public has learned 
the wisdom of taking a profit or cutting a loss quickly. 
Again, brokers are not supposed to carry over for employed 
persons, and some will not do so for anybody. The 
alternatives, if a speculator does wish to hold on, are 
two (not counting the obvious one, to pay up and look 
pleasant). If he has given a buying order he can offset 
it by selling for the same account and buying again for 
the new account. In this case he pays no contango, 
but loses the difference between the jobber’s buying and 
selling prices. This is apt to be expensive. The other 
alternative is to pay for his purchase and pledge it with 
his bank. This has undoubtedly been done on a con- 
siderable scale, and is still done, but banks are increas- 
ingly averse from allowing customers to speculate with 
their money, and nowadays only permit it if other con- 
siderations make complaisance advisable. 

The following figures will show how expenses vary 
in the different circumstances. 

Assuming, for comparison, that no change has taken 
place in the price of the shares, the expenses on the 


purchase and sale of 100 shares quoted at 442 — 5 are :—- 
1. When bought and sold for the same account :— { s. d. 
Commission on the purchase only ‘ oo Qay2 
Difference between buying and selling price . © %-* 
Stamps on two Contract Notes .. ae os 2 0 
I0 2 0 


2. When bought, taken up and sold for different 


accounts :— £s. d. 
Commission on the two dealings es 710 0 
Difference between buying and selling price 6 5 0 
Stamp on transfer and transfer fee 5 2 6 
Stamps on two Contract Notes .. 2 0 





1819 6 


f 


Gl 
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3. When bought, carried over at 9 per cent. per annum and sold 


for the next account :— fa ¢€ 
Commission on the two dealings on . $m @ 
Difference between buying and selling price .. 6 5 Oo 
Contango .. oe os Se oe II5 o 
Stamps on two Contract Notes ns ‘* 3 0 

15 13 0 


(N.B. Transfer Stamp and fee, £5 2s. 6d., might also be 
incurred on the first carry-over.) 


4. When bought, sold to avoid settlement, bought for new time, 
and finally sold :-— , a. & 
As No. 1, twice over 20 4 © 


All this revolves round the fact that it is the client 
who is the speculator, not ordinarily the broker, and 
thus only indirectly do bank loans to the Stock Exchange 
aid speculation. The critic may claim justification to 
that extent, but if every investor and speculator paid 
up his commitments exactly when due it would not, as 
critics invariably supposes, release funds for commercial 
purposes. The banks, rightly or wrongly, over-conserva- 
tive, but safe, will adhere to their proportion of money 
at call and short notice. Even if the Stock Exchange 
would not take a penny of it, the banks would not risk 
allowing their second line of defence to become “‘ frozen ”’ 
in commercial employment. As it is, the convenience 
of the public, the broker and the bank is served by this 
class of loan, to say nothing of its value in facilitating 
the work of one section of the financial business in which 
London has established, and in which it maintains, its 
pre-eminence. 
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The New Company Law 
IV 
By P. D. Willcock 


ACCOUNTS 


T is a somewhat remarkable fact that under the old law 
I there was no direct statutory obligation on a company 
to keep proper accounts and the result of this state of 
affairs was often prejudicial to the interests of bankers 
and to the business community generally. 

It was possible only to “‘ imply ”’ that accounts should 
be kept from the provisions of Section 26 (3) of the Act 
of 1908 to the effect that the annual list of members and 
summary filed each year with the Registrar of Com- 
panies had to include a statement in the form of a 
balance sheet. This provision did not work well in 
practice for the reason that the form of statement required 
was not satisfactory and it was permissible to file the 
same statement year after year. Thus, Section 26 (3) 
of the Act of 1908 merely provided that (except where 
the company was a private company) the annual 
summary should include in the form of a balance sheet 
a statement made up “to such date as may be specified in 
the Statement’’ and it was a common experience when 
making a search of the file at Somerset House to find 
that the last balance sheet filed was at least five 
years old. 

It is true Articles 103 and 104 of Table A of the 
Act of 1908 provided for the keeping of accounts, but 
companies were under no obligation to adopt these 
provisions and they were often expressly excepted by 
their Articles. 

This matter is now placed upon a different footing 
by the introduction in the Companies Act 1929 of a 
statutory obligation to keep proper accounts. By 
Section 122, a company must keep proper books of 
account as to receipts and expenses, sales and purchases, 
and assets and liabilities. The account books must be 
open to the inspection of the directors, and must be kept 
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at the registered office or some other place appointed by 
the directors. 

Further, if any director fails to take all reasonable 
steps to secure compliance by the company with these 
requirements, or has by his own wilful act been the 
cause of any default by the company, he becomes liable 
on summary conviction to imprisonment for a term not 
exceeding six months or a fine not exceeding two hundred 
pounds in respect of each offence. 

Again, by Section 123 the directors must also lay 
before the company in general meeting at least once a year 
a profit and loss account and a balance sheet and similar 
penalties are imposed in case of wilful default. 

Lastly, by Section 108 and the Sixth Schedule the 
annual return filed with the Registrar must now in the 
case of public companies include a copy of the “ Jast”’ 
balance sheet. It will thus no longer be possible to 
continue to file old balance sheets as in some cases has 
been done in the past. The form of the annual return 
is set out in detail in this sixth Schedule and it contains 
a “Note” to the effect that the balance sheet to be 
attached is to be certified by a director, manager, or 
secretary to be a true copy of the last balance sheet 
which has been audited by the company’s auditors 
together with a copy of the auditor’s report thereon. 

In addition, the annual accounts of every company, 
though not necessarily the balance sheet, must show :— 

(a) the amount of all loans to directors or other 
officers made, guaranteed, or secured by the company 
during the period to which the accounts relate (S. 128 
(I) (a) ); 

(6) the amount of all such loans made before the 
period and outstanding at its expiration (S. 128 (1) (0) ); 
and 

(c) the total amount paid to directors as remuneration 
but not amounts paid to managing directors or by 
way of salaried employment other than directors fees 
(S. 128 (1) (c)). 

Loans in the ordinary course of business by a company 
whose business includes lending money and loans not 
exceeding {2,000 to any employee made in accordance 
with a practice of making loans to employees are excepted 
from these provisions. 
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THE BALANCE SHEET 

Definite requirements as to the contents of the 
balance sheet are now laid down by Section 124 and 
full disclosure of particulars as to subsidiary companies 
is required by Sections 125 and 126. The balance sheet 
must contain a summary of the capital (authorized and 
issued), liabilities and assets, showing how the values of 
the assets have been arrived at. The balance sheet 
must also show separately preliminary expenses (until 
written off), amount of the goodwill, patents and trade- 
marks (if ascertainable), debts secured on the company’s 
assets, commissions and discounts on shares and 
bedentures (until written off), loans for the purchase of 
shares by employees, the number and amount of any 
redeemable preference shares, debentures redeemed which 
are available for re-issue, and shares in subsidiary com- 
panies, with particulars as to the profits and losses 
thereof. 

The balance sheet must be signed by two directors (or 
one if there is only one) and must have attached a report 
by the directors with respect to the company’s affairs, 
stating the amount, if any, which they recommend should 
be paid by way of dividend and the amount if any which 
they propose to carry to the reserve fund (S. 123 (2) ). 
As in the past the auditors’ report must also be attached 
(S. 129 (1) ); a mere reference thereto being no longer 
permissible as was the case under S. 113 (3) of the 


Act of 1908. 


HOLDING COMPANIES AND COMPANIES WITH 
SUBSIDIARIES 

The position of holding companies with particular 
reference to the form of their accounts was much dis- 
cussed before the “‘ Greene’’ Committee and the evidence 
disclosed a considerable divergence of views on the 
subject among both commercial men and accountants. 

Complaints were undoubtedly heard from share- 
holders in such companies that the information given 
to them by the accounts of the holding companies was 
unintelligible without further details as to the position 
of the subsidiary and associated companies. Some 
witnesses took the view that the publication of a con- 
solidated or combined balance sheet for the whole group 
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of companies should be made compulsory. The com- 
mittee did not agree with this. They considered that 
inasmuch as many holding companies had adopted the 
practice already, the matter should be left to the share- 
holders to make such requirements as to the form of their 
company’s accounts as they might think proper, and it 
should not be forgotten that it might be in the best 
interest of the shareholders themselves that the accounts 
should be ina certain form. The conclusion was therefore 
reached that undue interference by the legislature in the 
internal affairs of companies was to be avoided. To quote 
a case in point—in law there is nothing to prevent a 
holding company from using the dividend received from 
profit-making subsidiaries in order to pay a dividend on 
its own shares without taking into account losses suffered 
by other subsidiaries, and the effect of this may be that 
the holding company is paying a dividend at a time when 
the group as a whole is in debit on the year’s working. 
Although it is true that this practice may in general 
be unsound, particularly if it is continued for any period, 
nevertheless the committee declined to advise that it 
should be altogether prohibited and confined itself to 
recommending that shareholders and others concerned 
should be entitled to know whether the dividends pro- 
posed to be declared by the holding company are justified 
by the results of the group as a whole. After all, the 
shareholders are the proprietors of the concern and the 
wisdom of this policy of “non interference,’ leaving 
them masters of their own house, whilst at the same time 
insisting upon adequate disclosure requisite for their own 
protection, will no doubt be generally appreciated. If 
the shareholders know the facts and these disclose a loss 
on the year’s working by the group of companies as a 
whole it will always be open to them to decline to pass 
the dividend at the general meeting should they so desire. 
The new provisions are therefore confined to ensuring 
such adequate disclosure as will enable shareholders to 
decide these matters for themselves, and incidentally 
such disclosures will facilitate the bankers’ task, fre- 
quently by no means an easy one, of ascertaining the 
true financial position. 

Thus, by Section 126 of the Act of 1929, where a 
company holds shares in a subsidiary company or in 
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two or more subsidiary companies, there is to be annexed 
to the balance sheet of the holding company a statement 
signed by the directors in the same manner as the balance 
sheet of their own company stating how the profits and 
losses of the subsidiary company or where there are two 
or more subsidiary companies the aggregate profits and 
losses of those companies have, so far as they concern 
the holding company, been dealt with in the accounts 
of the holding company. And in particular, how, and 
to what extent— 

(a) provision has been made for the losses of a 
subsidiary company either in the accounts of that 
company or of the holding company or both; and 

(0) losses of a subsidiary company have been taken 
into account by the directors of the holding company as 
disclosed by its accounts. 

These requirements are, however, subject to the 
proviso that it shall not be necessary to specify in any 
such statement the “ actual’’ amount of the profits or 
losses of any subsidiary company or the “‘actual”’ 
amount of any part of such profits or losses which have 
been dealt with in any particular manner. If the 
directors of the holding company are unable to obtain 
such information as is necessary for the preparation of 
this statement a report in writing to that effect is to 
be attached to their own balance sheet. 

Lastly, it is provided by Section 125 that the holding 
company must in its balance sheet show separately the 
aggregate amount of its assets which consist of shares 
in or loans or debts owing by one or more subsidiary 
companies, distinguishing shares and indebtedness. If 
indebted on loan account or otherwise to one or more 
subsidiaries, the aggregate amount of that indebtedness 
is to be shown in the holding company’s balance sheet 
separately from all other liabilities. 


RIGHT TO COPIES OF ACCOUNTS 


In the case of public companies it has been a common 
experience to find that the company’s Articles provide 
that copies of the balance sheet and report are to be sent 
to members prior to the holding of the ordinary meeting. 
Article 108 of Table A of the Act of 1908 contained a 
provision to this effect, but a company was under no 
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legal duty to adopt this Article of Table A or this 
proceedure, and if it failed to do so, then the shareholders 
were merely entitled to obtain copies of these documents 
by demanding them and paying for them in accordance 
with the provisions of Section 113 (3) of the Act of 1908. 

In the case of private companies however, one 
frequently found the Articles provided that the balance 
sheet and accounts were not to be printed or circulated. 
It has been usual to inform the shareholders of such 
private companies that if they wish to see the accounts 
they can inspect the same at a specified time at the 
company’s office. 

The inconvenience of this practice has in some cases 
been great, for obviously shareholders even of private 
companies cannot be expected to travel long distances 
from one part of the country to another for the purpose 
of inspecting accounts with which they ought to be 
furnished. Moreover, it is apprehended that provisions 
of this nature in the Articles of either a public or private 
company have long since been abrogated by the provisions 
of Section 113 (3) of the Act of 1908 that “‘ Any share- 
holder shall be entitled to be furnished with a copy 
of the balance sheet and auditors’ report at a charge not 
exceeding six pence for every hundred words.” 

The position in this matter has now been clarified 
by the provisions of Section 130 of the Act of 1929 
whereunder every member of the company and every 
holder of debentures is entitled to be furnished with a 
copy of every balance sheet (and this includes the 
“last ”’ balance sheet), including every document required 
by law to be annexed thereto which is to be laid before 
the company in general meeting together with a copy 
of the auditor’s report, and these documents are to be 
sent to him not less than seven days before the date of 
the meeting ; but this does not apply to private companies. 

In the case of private companies any member is 
now by Section 130 (2) of the Act of 1929 to be furnished, 
within seven days after request, with a copy of the 
balance sheet and auditors’ report at a charge of not 
exceeding six pence for every hundred words. 
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Bankers and the Law 


Trustee’s Delegation of Powers 


OME few months ago Mr. Justice Eve gave a 

decision bearing upon the question of the power 

of delegation by a statutory trustee for sale of 
real property under the Law of Property Act, 1925. 
This has now been before the Court of Appeal which, 
whilst upholding the decision of the learned judge, did 
so on grounds which did not approve the general pro- 
position laid down, but rested on the construction of the 
particular power of attorney. This case of Green v. 
Whitehead has been cited and commented upon in 
banking circles where all questions of trustee’s powers 
and duties are closely scanned. The point can be shortly 
stated. By section 36 and Part IV of Schedule I of 
the Law of Property Act, 1925, certain property became 
vested in Messrs. J. H. & F. T. Green on the statutory 
trusts for sale referred to in the Act. They agreed to 
sell to the defendant part of this property, and a draft 
conveyance was submitted in which they were described 
as beneficial owners, but were to convey “in pursuance 
of the trust for sale’”’ implied by statute. Mr. F. T. 
Green duly executed the conveyance, but on Mr. J. H. 
Green’s behalf his attorney executed it under a general 
power. The purchasers contended that a trustee could 
not delegate the execution of the trust for sale to his 
attorney at all. It was a matter in which a trustee was 
bound to exercise his own judgment and discretion. 
It was endeavoured in answer to this to rely upon section 
23 of the Trustee Act, 1925, empowering trustees to 
appoint and pay an agent, “‘ whether a solicitor, banker, 
stockbroker or other person, to transact any business 
or to do any act required to be transacted or done in the 
execution of the trust.’’ This section Mr. Justice Eve 
held could not justify execution of the conveyance on 
behalf of the trustee in reliance on a general power of 
attorney, and upheld the contention of the defendant that 
the power went beyond what a trustee could give, and 
that its operation was to commit to the sole and absolute 
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discretion of the grantee all those matters in which a 
trustee was bound to use his own direct personal 
judgment. Hence the learned judge gave judgment 
on the defendant’s counterclaim for rescission of the 
contract of purchase and return of the deposit. 

In the Court of Appeal, however, the same judgment 
was arrived at, but not on the general principle stated by 
Mr. Justice Eve. The Master of the Rolls indeed said he 
did not agree with that view, and the decision of the Court 
must not be taken to govern any other case except a 
case where the particular power of attorney was in the 
same terms. That is to say, the Court decided the 
case in the same way, but solely on the specific terms of 
the power of attorney. In the instrument the words 
used were “my property real and personal,” and the 
word “ my ”’ governed the whole of the ancillary clauses, 
said Lord Hanworth. Therefore, such a power could 
not be construed to include any property Mr. Green 
held as ‘‘ trustee for sale.’”’ Seeing that two eminent 
Chancery lawyers were parties to this decision—Lords 
Justices Lawrence and Russell—the decision is worth 
noting. Certainly the point upon which the Court of 
Appeal decided the case seems sound enough. It is 
very interesting, however, to observe that they have 
not expressly endorsed Mr. Justice Eve’s larger and 
wider ground, that such a delegation of power is not 
permissible to a trustee for sale. 


A CoMPANY’s RIGHT TO HOLD ITS OWN SHARES 


In the December issue of the Law Journal Reports 
(Vol. 98, Chancery Division 453) is an interesting report 
of the case of Kirby v. Wilkins, that on a clear set of facts 
established the proposition that a voluntary transfer of 
shares in a company to a trustee for the benefit of the 
company is not invalid, and that the trustee may vote 
in respect of such shares as the company may direct. 
It is useful to note Mr. Justice Romer’s very careful 
judgment, because it leads to a proper understanding 
of the principles underlying the decision in Tvevor v. 
Whitworth (1887), deciding that it is illegal for a company 
to purchase its own shares and to become a member of 
itself. The facts of Kirby v. Wilkins, shortly, were these : 
A company was formed to take over a partnership 
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business, and paid for it by issuing to the four vendors 
16,000 {1 shares. It was then discovered that the value 
of the assets had been calculated on a mistaken principle, 
and that the purchase price was £3,000 in excess. There 
was no ground on which the company could claim 
damages or rescind as against the vendors, who wished 
to put the mistake right. They did so by placing at the 
disposal of the company 3,000 of the fully paid shares 
allotted to them, and the 3,000 shares were transferred 
to the defendant in the action (the managing director 
of the company) as a trustee. The two plaintiffs in 
the action were two shareholders, one of them one of the 
vendors, and the other a shareholder (not one of the 
vendors) who claimed a declaration that the defendant 
held the shares in trust for the benefit of the individual 
shareholders in the Company. The defendant (with 
whom the company was joined as a co-defendant), on 
the contrary, alleged that the trust was not for the benefit 
of shareholders individually but for the benefit of the 
company itself. Mr. Justice Romer, on the facts, found 
that the latter contention was the correct version, and 
that the defendant held the shares upon trust for sale 
at such time and for such consideration as he in his 
discretion should think fit and pending a sale upon trust 
for the company. On that basis it was argued for the 
plaintiffs that the transaction was invalid altogether on 
the ground that by the transfer upon trust the company 
in substance took back 3,000 of its shares for its own 
benefit and thereby effected an illegal surrender, and 
sought to become a member of itself contrary to the 
doctrine laid down in Trevor v. Whitworth ( cited above), 
Bellerby v. Rowland and Marwood Steamship Co. (1902), 
2 Ch., 14, and two other cases that were cited as saying 
“a transfer of shares to a trustee for a company 
is as objectionable as a transfer to the company itself.”’ 
[Addison’s case (1870), L.K. 5, Ch. 296, and Guardian 
Assurance Co. (1917), 1 Chan., 431. The plaintiff’s 
contention was that the transfer being invalid at law 
there was a resulting trust of these 3,000 shares for the 
vendors (the transferors). Mr. Justice Romer also 
decided this further point against the plaintiffs. In 
doing so the learned judge plainly said that the transfer 
did not offend against any principle established by the 
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decided cases, nor to be gathered from a proper considera- 
tion of the Companies Acts. He said: “‘ The company 
has not parted with one penny of its money either in 
cash or money’s worth. The company does not become 
a member of itself. The member of the company in 
respect of these 3,000 shares is Mr. Wilkins, the defendant. 
It has not purchased its own shares, nor has there been a 
reduction of the company’s capital. The capital, 
issued nominal and paid up, remains precisely what it 
was before.’”’ And, as to the transfer to a trustee, the 
learned judge could find no decision to the effect that 
there is any invalidity in a transfer of fully paid shares 
of a company to that same company or to a trustee for 
that company without any consideration moving from 
the company. If money or money’s worth were paid 
for the transfer by the company, directly or indirectly, 
it is a different matter. And so it is invalid if, as con- 
sideration for the transfer, the company purports to 
release the transferor from uncalled liabilities on the 
shares. The authorities cover such cases, but the 
principles involved are not applicable where the transfer 
involves no consideration affecting the financial position 
of the company in relation to the shares in question. 
There remained, of course, the question of voting 
powers attached to the shares. Could the company 
by virtue of this transfer to a trustee on a trust for the 
benefit of the company obtain a direction of the voting 
power? Mr. Justice Romer has laid it down that a 
company does not offend against the principle that a 
company cannot become a member of itself ‘‘ merely 
because a trustee of certain shares votes in respect of 
those shares as may be from time to time directed by the 
company.” Mr. Wilkins had proposed, pending sale 
of the shares, to vote in accordance with such direction 
and not according to any direction by the plaintiffs. It 
was held he could do so. Further, in the absence of any 
particular directions by the board or by a general meeting 
of the company, Mr. Wilkins, being a trustee for the 
company, was entitled according to his own discretion 
for what he honestly thought to be the benefit of the 
company: his “cestui que trust.’’ After all, as the 
learned judge pointed out, there would have been no legal 
bar to the vendors, instead of transferring their shares, 
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agreeing to exercise their voting power in respect of them 
as the company might direct. How could the trustee- 
transferee be in any worse position? As we have said, 
the case is of some interest as showing how elementary 
principles of law may be misunderstood and stretched 
beyond their actual vaison d’étre unless carefully 
watched. 


BANK DIRECTORS AND THE COMPANIES ACT 


We have been a little taken to task by one of our 
correspondents with respect to the passing reference we 
made last month to Mr. W. W. Paine’s public protest 
as to the effect of Section 149 of the Companies Act, 1929, 
in its application to bank directors. The complaint is 
that we did not fairly quote Mr. Paine’s letter and Lord 
Wrenbury’s agreement with it. Our correspondent says : 
“Mr. Paine’s point was that a bank director is liable to 
a fine not exceeding {100 if inadvertently he omits to 
disclose to his co-directors his shareholding in some com- 
pany to which the bank is granting a loan. Such dis- 
closure of interest must be made at the meeting of the 
board at which the grant of the loan first comes up for 
consideration, or, if interest be acquired in the customer 
company subsequently, then at the next meeting of 
directors after such interest was acquired. That, Mr. 
Paine urged, was impossible in practice, and forced bank 
directors to become law breakers and made liable to be 
haled before a police court for an offence they are power- 
less to avoid. And Lord Wrenbury agrees that the 
section is extravagant, and can only suggest that it will 
be administered with ordinary common sense. Surely 
that is a bad state of things.” 

Our correspondent omits to recall, however, that 
even Mr. Paine recognised that subsection 3 was inserted 
with the aim of meeting the case of “ indirect ’”’ interest 
by shareholding in a contracting company. Mr. Paine’s 
own words were : 

“In these circumstances I am told that the best 
that I and some 30 colleagues can do to keep outside 
the pale of the criminal law is to make out lists of our 
shareholdings and to send these to the secretary to be 
reac to the board and filed as a record, and then (pro- 
bably) never to be looked at again. Even that is not 
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enough, for, if and whenever any of us makes an invest- 
ment in some company not included in his list, he must 
again notify the secretary, in case by chance the bank 
has made a loan to that company.” 

This likewise he declared to be an impossible burden. 
But let us be fair even to the Legislature. As matters 
stood before the Act, Articles of Association usually 
stipulated that a director might be interested directly or 
indirectly in contracts made by others with his company 
provided he disclosed the nature of his interest and did 
not vote on the transaction. 

The new Act gives statutory force to this kind of 
Article in section 149, but by sub-section 3 introduces in 
the case of “ indirect ’”’ interest by way of shareholdings 
a general notice as sufficient to meet the obligation. 
Speaking generally, the observations we made last month 
do not; we think, call for any amendment. We appreciate 
the technical and practical difficulties and the addition 
of a penalty. But in substance, as we have said, no 
trouble need seriously be apprehended. 





International Banking Review 


UNITED STATES 


HE past month was comparatively uneventful in 
American banking, which, considering general 
conditions, is a highly satisfactory state of affairs. 
Although none of the American banks of standing took 
any active part in speculation in Wall Street, they were 
none the less heavily affected by the slump, while the 
premature attempt to check the downward trend resulted 
in considerable losses to the members of the banking group 
formed for that purpose. In addition, a substantial part 
of the loans granted by banks on securities has become 
frozen, as the price of securities has fallen to such an 
extent as to make it impossible for the banks to sell them 
without a loss. As in many cases it would be impossible 
to recover the difference from the debtors, the banks 
are at present preferring to carry the loans, even though 
insufficiently secured. It is probable that when all 
these loans are liquidated the banks will in many cases 
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have to cut considerable losses, and meanwhile they are 
immobilized by these frozen loans to some extent. 

If, in spite of this, as well as of the general pessimism 
prevailing in American public opinion, none of the banks 
got into difficulties, it shows that the American banking 
situation is inherently sound. Thanks to the establish- 
ment of the Federal Reserve system, there can be no 
question of the repetition of the wholesale banking sus- 
pensions that accompanied previous Stock Exchange 
slumps. At the same time, public opinion was prepared 
to witness a number of failures. Although the situation 
is still far from clear, it may be regarded as practically 
certain that the banks have weathered the storm much 
better than even the extreme optimists would have 
dared to hope a month ago. As they possess immense 
hidden reserves the losses suffered through the slump 
need not necessarily affect net profits and dividends. 

At the same time, it would be unduly optimistic to 
expect that the expansion of banks witnessed during the 
last few years would continue. There is no reason why 
fusions should cease altogether, but their number and 
extent will be incomparably inferior to those of 1928 
and 1929. Capital increases will also be few and far 
between. 


FRANCE 


The Bank of France has introduced an important 
innovation which will tend to mitigate the end-of-month 
pressure, and will in the long run assist the development 
of Paris as an international financial centre. It is pre- 
pared to grant short loans secured by bills at the official 
rate of discount. As a result, towards the end of each 
month the banks will be in a position to raise funds to 
meet requirements without having to transfer sterling 
or dollar balances for that purpose. By such means, 
unnecessary fluctuations of the exchange ought to be 
avoided, provided that the banks avail themselves of 
the facilities thus offered. It is feared, however, that 
the leading banks will be most reluctant to make use of 
the assistance of the central bank, even though the 
alternative of drawing on their foreign balances means 
that they will lose interest, in addition to the loss of 
exchange they inevitably incur if they buy francs towards 
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the end of the month and sell them after the turn of the 
month. 

During the second week of December the franc 
underwent a noteworthy depreciation in relation to 
sterling. For the first time for many months the. Paris 
rate rose above 124 for a few days. As the favourable 
trend coincided with the successful result of the negotia- 
tions between the British and French Treasuries as to the 
outstanding questions concerning the Young Plan, it is 
believed in some quarters that there is some connection 
between the two events. According to a popular belief 
the efflux of gold to France in the course of 1929 was 
due to the adoption by the Bank of France of a policy 
of keeping the exchange at a level at which it was profit- 
able to ship gold from London. The object of that 
policy was believed to be that of exerting pressure upon 
the British Labour Government, which was considered 
in Paris as not altogether friendly towards France. 
According to the same theory, now that for the first time 
since the advent of the Labour Government relations 
between Whitehall and the Rue de Rivoli have become 
somewhat friendlier, there is no longer any need to draw 
gold from London for political motives. Though there 
is nothing to confirm this theory, it is held fairly widely 
in the City, but it is only fair to add that other explana- 
tions, based on more purely financial considerations, have 
also been advanced. These are discussed briefly in 
this month’s ‘‘ Panker’s Diary.” 

The Credit National, which was established ten years 
ago to grant financial assistance to the devastated districts 
of the North and North-East of France, has reduced its 
lending rate from 8 per cent. to 7} per cent. on long-term 
loans. While originally it confined its activities to 
financing reconstruction, at present it grants long-term 
credits to every part of France, and even to French 
colonial enterprises, for purposes of capital expenditure. 
The maximum loan to any borrower is 5,000,000f. The 
total amount lent rose from 31 millions at the end of 
1920 to 761 millions at the end of 1928, and is at present 
over a milliard. The borrowers are chiefly textile and 
steel industrial enterprises, but large amounts have been 
lent for building enterprises and hotels. 

The first business year of the Banque Pour le 
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Commerce et l’Industrie, which was established in 1928 by 
the Union Europeenne Industrielle et Financiere, resulted 
in a net profit of 1,900,0o00f. The bank has taken over 
the banking department of the Union Europeenne, and 
has provided a channel for financial intercourse between 
France and Central Europe. It grants acceptance 
credits to industrial enterprises controlled by the 
Union Europeenne, such as the Skoda Works. Its 
principal shareholders include the Anglo-Czechoslovakian 
Bank, the Amstelbank, Amsterdam, Zivnostenska Banka, 
Bohemian Discount Bank, the Hungarian General Credit 
Bank, the Hungarian Discount and Exchange Bank, the 
Austrian Credit Institute, &c. 


GERMANY 


The wave of small bank failures which began after the 
insolvency of the Frankfurter Allgemeine Versicherungs- 
A.G., continues unabated. During the first eleven 
months of this year the number of banks that closed 
their doors was 130, of which 30 failed during November 
alone, when the number of total commercial failures 
amounted to 866. One of the most important of the 
banks that failed was the Reichsbundbank-A.G., Berlin, 
whose liabilities amount to 8,600,000 reichsmarks. Its 
depositors consist mainly of employees. This is the 
second bank of this type which failed recently, and the 
leading banks have decided to establish a bank specialising 
in that class of clientele so as to prevent them from 
becoming the victims of similar failures. The Nordische 
Bankkommandite Sick & Co., Hamburg, has also got 
into difficulties, but its liabilities are not believed to be 
very high, as it has not been very active lately. The 
Kassel banking firm, Fiorino & Sichel, which was estab- 
lished in 1885, suspended payments. A well-established 
Frankfort private banking firm, Rudolf R. Bauer, 
became insolvent, though it is believed that its assets 
exceed its liabilities by about one million reichsmarks. 
The Bank fur Handel und Gewerbe, Lubeck, is in a 
similar position; although the majority of its capital is 
lost the creditors are likely to be reimbursed in full. The 
Gotha banking firm, Max Mueller, which was established 
in 1849, and has 14 branches in Thuringen, suspended 


payment. 
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The Bankkommandite Schmidt & Co., Baden-Baden, 
suspended payments on the day of the conclusion of the 
Baden-Baden Conference of the Organizing Committee 
of the Bank for International Settlements—a rather 
curious coincidence. The Berlin Banking firm, Heinrich 
Emden & Co., and the Frankfort banking firm, Heinrich 
Emden, failed; on the other hand, the Hannover banking 
firm, Heinrich Emden & Co., which has no connection 
with those two firms, iscarriedon. The Biberach banking 
house, Graner & Co., suspended payments. Its deficit 
is estimated at 2 million reichsmarks. The Ostbank 
fuer Handel und Gewerbe, which occupies an important 
position in Eastern Prussia, and belongs to the group of 
the Nationalist leader, Herr Hugenberg, got into difficul- 
ties. It was saved from failure by an arrangement 
whereby the Dresdner Bank absorbs it. The Prussian 
State Bank has guaranteed its liabilities to an extent of 
1 million reichsmark. The Freiburg banking house, 
Otto Buerke & Co., which has been in difficulties for 
some time, suspended payments. Its creditors are 
expected to receive 40 to 50 per cent. The Liegnitz 
banking firm, R. G. Prausnitzer Nachf. Komm.-Ges., 
which was established in 1914, became insolvent. Its 
creditors are expected to receive 50 per cent. 

The definite figures of the Frankfurter Allgemeine 
Versicherungs-A.G. disclose a deficit of about 36 million 
reichsmarks. It was believed at the time of its failure 
that the creditors would be repaid in full, but subsequent 
investigation disclosed a highly unsatisfactory state of 
affairs. Its creditors are mainly German banks, but 
London banking firms are also involved to an extent of 
about £800,000. 

The Prussian State Bank (Seehandlung) has decided 
to introduce the granting of acceptance credits to 
industrial and public utility enterprises controlled by the 
State of Prussia. It is hoped that by such means the 
use of bills would be encouraged, and it would assist the 
development of*a Bill Market in Berlin. The first step 
in that direction was taken by the Government of the 
Reich, which some time ago issued Treasury Bills to an 
amount of 40,000,000 reichsmarks. At present the 
Berlin Bill Market is of comparatively little significance, 
as its total volume of bills is estimated at only 800 to 
E2 
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goo million reichsmarks. The bulk of acceptance credits 
are granted by private banking firms, while the share of 
the joint stock banks is only about 20 millions, against a 
pre-war figure of about 2 milliards. The latter amount 
included, however, sterling acceptances granted by the 
London branches of German banks. Although the 
Amsterdam affiliates of the German banks are engaged 
in granting guilder acceptance credits, their figures do not 
enter into the balance sheets of the parent institution. 
The demand for bills is far from regular or adequate. The 
Reichsbank is the only regular buyer, and the commercial 
banks and foreign banks are reluctant to buy large 
amounts, this being due to the narrow scope of the 
market, which at times makes it difficult to sell bills 
without a loss. 
HOLLAND 

The assets of the Hague banking firm Bankierskantoor 
Kuiper en Smelting, which applied for a moratorium, 
amount to 3,420,000 guilder, while its liabilities are 
approximately the same. The difficulties are due to the 
moratorium granted to one of the Amsterdam customers 
of the firm. The Bankierskantoor W. Meyer & Co., The 
Hague, has suspended payment. 


SWITZERLAND 


The Banque de Geneve is increasing its share capital 
from 12,000,000 francs to 20,000,000 francs. The new 
shares will be offered to existing shareholders. 


BELGIUM 


The Banque du Congo Belge earned a net profit of 
15,661,000f. during the business year ended June 30, 
1929, against 15,519,000f. for the previous business year. 
The dividend remains unchanged at 80f. The Banque 
Commerciale de Congo increased its net profits from 
3,456,000f. to 8,473,000f. The dividend has been fixed 
at 20 per cent. 

DENMARK 

The shareholders’ meeting of the Folkebanken, of 
Copenhagen, has ratified the arrangements for the recon- 
struction of the bank. The reduction of the capital 
from 6,000,000 kroner to 3,600,000 kroner was considered 
excessive, but had to be carried out as it was only under 
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such condition that the National Bank and the leading 
commercial banks were willing to grant the bank their 
support. As a result of the reduction, a reserve fund of 
347,000 kroner and a contingency reserve of 810,000 kroner 
have been created. The shares of the bank have been 
readmitted for quotation at the Copenhagen Bourse; 
their opening price was 884 per cent. 

It is believed that the total losses arising from the 
failure of the Plum group, which was responsible for the 
difficulties of the Folkebanken, amounted to about 
15,000,000 kroner. 












LITHUANIA 
An extraordinary shareholders’ meeting of the Bank 
of Lithuania was held recently under the chairmanship 
of Mr. J. Tubelis, the Prime Minister and Finance 
Minister. Two new directors were elected, Colonel 
Musteikis, the present Minister of Home Affairs, and 
Mr. Masiulis. 








AUSTRIA 

The board of directors of the Niederoesterreichische 
Escomptegesellschaft elected Herr M. Kraszny-Krassien 
chairman of the board, in the place of the late Baron 
Siegwart Ketschendorf. Mr. R. Tyler, representing 
Hambros Bank, and Dr. Wilhelm Gutmann, partner of 
the banking firm Gebrueder Gutmann, have been co-opted 
on the board. 

The following are the principal figures of the half- 
yearly balance sheet of the four principal Austrian 
banks :— 










(In Millions of Schillings.) 
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CZECHOSLOVAKIA 

The Bratislava Industrial Bank will be absorbed by 
the Bratislava First Savings Bank, which already holds 
a controlling interest in it. The Industrial Bank got into 
difficulties in 1927 and had to reduce considerably its 
share capital. 

DENMARK 

The annual report of the Danish National Bank 
for the business year ended July 31, 1929, shows a net 
profit of 5,555,854 kroner against 5,694,281 kroner last 
year. The dividend has been raised from 8 per cent. to 
1o per cent. The Government’s share of the profits 
was 1,546,000 kroner, against 5,105,000 kroner last year. 
The report states that the restoration of the Scandinavian 
Monetary Union has been postponed. 


SPAIN 

The peseta fluctuated rather widely during the month 
under review, as the Bank of Spain has exhausted its 
sterling and dollar credits, and has been unable to 
contract fresh credits. The Government has decided to 
take steps to stabilize the exchange, and has invited 
Prof. Charles Rist, late deputy-governor of the Bank of 
France, and at present foreign adviser to the National 
Bank of Roumania, to visit Spain and examine the 
situation with a view to assisting the Government in 
the elaboration of a stabilization scheme. As a first step 
towards the stabilization of the exchange, the Govern- 
ment has decided to repay the foreign credits by means 
of issuing an internal gold loan. It is hoped that by 
such means the funds which took refuge abroad will be 
repatriated, and Spaniards living abroad are also expected 
to subscribe large amounts. 

The control of the Banco Central has been acquired 
by a Catalan financial group headed by Sefior Cambo and 
Sefior Ventosa, who have acquired the shareholding of 
Sefior Perena. An agreement has been reached for the 
amalgamation of the Banco Central and the Banco 
Internacional de Industria y de Comercio. The new 
bank’s name will be Banco Central de Industria y 
Comercio. The Banco Arnus-Gari, the Banco Comercial 
de Barcelona, Banco Marsans, and the Banque Belge 
pour l’Etranger will take participations in the new bank. 
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GREECE 


The Credit Commercial Hellenique, the Banque 
d’Industrie, and the Banque de Laconie have amalga- 
mated. The new institution has a share capital of 
200,000,000 drachmae, in which the National Bank of 
Greece is participating to an extent of 25,000,000 
drachmae. M. Drossopoulos, Governor of the National 
Bank, has become chairman of the new bank. The 
amalgamation is in accordance with the official policy 
favouring the fusion of small and medium banks. 


POLAND 


The Bank of Poland has made considerable gold 
purchases in New York since the beginning of August. 
Although until the second half of October it would have 
been more advantageous to buy gold in London, the 
Bank of Poland nevertheless covered its requirements 
in New York, so as to avoid embarrassing the Bank of 
England. This attitude has been favourably commented 
upon by the Press, as an example of the spirit of 
co-operation between central banks. 

Negotiations are in progress for the amalgamation 
of several Polish banks. The Bank Dyskontowy, in 
which the Oesterreichische Creditanstalt is interested, 
may absorb the Bank Malopolski, which is controlled by 
the Bodencreditanstalt. Negotiations were also carried 
on between the Bank Handlowy of Warsaw and the 
Anglo-Polish Bank, but recent reports as to their 
amalgamation were premature. The Bank for Trade 
and Industry of Warsaw has been reconstructed with 
the participation of French capital. The investigations 
into the affairs of the Bank of Silesia, Kattowitz, have 
disclosed a series of irregularities, and the bank is likely 
to be liquidated. 

It is understood that the issue of the shares of the 
Bank of Poland which are at present in possession of the 
Polish Government has been postponed until a more 
opportune moment. It is expected that a dividend of 
17 per cent. will be declared for the past business year. 

The Bank Handlowy of Warsaw is carrying on 
negotiations with a view to absorbing the Silesian 
Discount Bank. The latter’s capital amounts to 
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2,115,000 zloty, held mainly by Silesian coal interests. 
The Industrial Bank of Warsaw intends to increase its 
capital from 14,000,000 zloty to 20,000,000 zloty. It is 
rumoured that the Dresdner Bank, which has branches in 
Upper Silesia, intends to establish a subsidiary in Warsaw. 
Foreign deposits held in Polish banks are estimated at 
500 million zlotys. Great Britain’s share is represented 
by 150 millions, Germany with 100 millions, Austria with 
100 millions, and the United States with 50 millions. 


ARGENTINA 


The Banco de la Nacion has transferred part of its 
gold holding to the Conversion Office, so as to compensate 
the latter for part of its gold losses. It has also exported 
considerable amounts of its own gold stock to New 
York and London, in order to support the exchange. 

The net earnings of the Banco el Hogar Argentina 
for the business year ended August 31, 1929, amounted 
to 4,576,000 pesos. A dividend of 8 per cent. has been 
declared. During the year, the first foreign branch of 
the bank was opened in Asuncion, Paraguay. The 
banking firm Ernesto Tornquist & Co. earned a net 
profit of 1,374,000 pesos gold for the year ended 
June 30 last. The ordinary shares will receive 8 per cent. 
and the preference shares 6 per cent. 


American Bank Stocks and 
their Future 
By H. Parker Willis 


URING the past few years, bank and trust company 
shares have taken a turn upwards and have 
reached in many cases enormously high levels 

of value. Before the stock market crash of 1929 there 
were not a few bank shares which yielded to the holder 
in dividends less than 2 per cent., and there were some 
whose actual earnings did not exceed that percentage. 
To-day these stocks have reached a much lower figure, 
but the question of their future is still obscure and open 
to much difference of opinion. In this article an attempt 
is made to review the recent history of American bank 
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stocks and to furnish some reasons for the great increases 
of value which they had undergone in recent years, as 
well as to state some factors that have a bearing upon 
their future. Needless to say, no one can forecast the 
future prices of securities, and there is less possibility of 
doing any such thing with accuracy to-day than there 
is usually. Not only is this true, but the factors which 
surround the probable future prices of bank stocks are 
exceptionally hard to judge. These cautionary words 
are used in order to warn readers against any inference 
that the value of bank stocks can be predicted or that 
any effort at such prediction is here made. 


I 


Within the past few years, there has been a great 
change in the attitude of the American public toward 
banking. It had been recognized that banking was a 
stable business, in which moderate profits ought to be 
normally earned, and the result has been a correspondingly 
wide distribution of shares among conservative investors. 
This growth in the number of stockholders has been 
combated by a certain group of bankers. They have 
felt that the ownership of banks was a kind of “‘ social 
trust,” and that the control or majority ownership ought 
to be retained in the hands of a very small number of 
persons. From the selfish standpoint, too, they have 
seen that existing managements were much safer when 
they could rely upon the votes of a majority of stock- 
holders. They have thus both conscientiously, no doubt, 
distrusted large bodies of stockholders, and at the same 
time preferred the smaller group from their own individual 
point of view. Moreover, they have objected to the 
greater publicity for bank affairs which a wide division 
of stockholdings usually produces. 

The movement toward the popular ownership of 
bank shares has, however, continued; and five years ago 
it was already possible to find a number of banks in the 
United States which had from eight to ten thousand 
stockholders each. There are no satisfactory statistics 
on this subject, but it may be added that while a few 
banks of the kind referred to could be noted here and 
there, they represented the exception and not the rule. 
However, the experience of these banks was noteworthy. 
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Those of them which were enterprising succeeded in 
capitalizing their popular ownership and in getting large 
groups of stockholders to bring them business. It has 
always been a vice of American banking that it relied so 
largely upon the efforts of the directors to bring in new 
accounts. The more forward-looking banks began to find 
the stockholders a more active and more satisfactory 
agency through which to work. Moreover, a few 
American banks had found that the growing size of 
industries necessitated large increases in their capital, 
and that they could not always rely upon having these 
capital increases taken up by small groups of stockholders. 
So from time to time influential bankers have been 
converted to the notion that large bodies of stockholders 
were desirable, and this idea has taken form in demand 
for permission to issue the stock of banks in small-face 
denominations. Within the past five years we have 
seen the stock of several banks reduced to a ten-dollar 
basis, while many more have gone down to twenty dollars 
and a large number to fifty. The increase in the number 
of stockholders thus brought about has, however, been 
accompanied by a very large increase in the speculative 
disposal of bank stocks. For two years past, bank 
issues have been a favourite medium of speculation 
in New York. Transfers have become much more 
numerous, as they necessarily do where there are a great 
number of holders of shares. Of late years, there has been 
an effort to have the better known bank stocks listed 
upon the New York Stock Exchange, and while this 
proposal has been resisted by most bank executives the 
“‘ over-the-counter market ” in New York has created a 
speculative field for bank shares which, although less 
reliable, has been about as efficient as dealings on the 
Stock Exchange would have been. During the years 
1928 and 1929 the changes thus described resulted in the 
strong speculative movement in bank shares, to which 
reference has just been made. This movement, however, 
was greatly accelerated by the advent of investment 
trusts and their decision to buy heavily into banks. 
Closely following this influence has been the steady drift 
towards mergers and chain banking, and the tendency 
toward the massing of bank interests in a very small 
number of hands in each city. As the number of share- 
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holders has increased the number of institutions has 
diminished, and this process of diminution has opened 
speculative opportunities due to mergers and rearrange- 
ments of capital structure, with the result already 
indicatedthe building up of an enormous structure of 
inflated quotations. Of the probable degree of per- 
manence of these influences more will presently be said. 


II 


It is common knowledge that bank shares suffered 
during the recent panic together with those in other 
undertakings. 

The enormous decreases in value which occurred in 
the cases of many bank stocks are currently explained 
by various observers as having been “‘ due to”’ the recent 
panic. All stocks have suffered, and why not bank stocks 
along with others? The query is natural, when the 
subject is superficially viewed; but the explanation which 
it affords becomes very much less reasonable and tenable 
when the basis for it is carefully examined. Brief exposi- 
tion has already been made of the factors influencing the 
great advance in bank stocks, and from these it will be 
noted that the major reason for the great advance has 
been found in the mere transference of speculative 
activity to that branch of the share market as well as 
to others. Can it be expected that, in the same way, 
as recovery occurs in other branches, it will likewise 
occur in bank stocks, thereby putting them back to 
something like the levels they formerly occupied ? 


III 


In attempting to answer this question, it should be 
remembered that, as already noted above, conditions in 
the New York market, up to the middle of the past 
summer, had made the shares of some of the best American 
banks yield rather less than 2 per cent. on the amount 
invested. A low yield of this kind could be warranted 
only on two suppositions: (1) that there might reasonably 
be expected opportunities for subscription through the 
issue of “ rights” which would bring to the shareholder 
extra profits sufficient to make his holding of stock 
really productive to him, everything considered; or (2) 
the possibility that American banks would develop 
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enormously in size and at the same time in economy of 
management, so that the shareholder might expect to 
get a corresponding increase of return on his investment. 

Information on both of these points can be obtained 
by giving some attention to what has been taking place 
in American banking. As has been noted in these very 
pages on former occasions, the trend of American 
banking has been toward the development of a branch 
system, or in lieu thereof a chain banking type of 
organization, with shares of many banks purchased and 
held by companies organized for that purpose, and the 
growth of large-sized unit banks through mergers which 
themselves, in many cases, tended to develop into either 
branch or chain banking nuclei. It is undoubtedly true 
that much may still be done in this matter of bank 
re-organization and merging, with the result that a great 
deal of ‘splitting up” of stocks will occur, and along 
with such splitting up changes in value that may give 
rise to the issue of valuable subscription privileges. 
This, in fact, may reasonably be expected in a number of 
cases during the early future. It should be noted, 
however, that the extent to which it can go is naturally, 
and necessarily, somewhat limited. There is little to be 
made through the merging of two or more weak banks 
with one another. It is not likely that there will be any 
possibilities of profit in this direction for the great rank 
and file of American banks. The best known banks in 
the leading cities will probably continue to absorb, from 
time to time, other banks either in their own immediate 
neighbourhood or in the country adjacent to them, and 
when they do so there will be a necessity for the issue, 
usually, of additional units of capital with the prospect 
of profit growing out of the fact that these issues take 
place at book value, or somewhere near it, while the 
older shares of the institution are selling on an earnings 
or, perhaps, on a speculative basis. 

This possibility of the future should be fully admitted, 
and should be recognized as perhaps the best reason for 
thinking that American bank stocks will recover a portion 
of their high quotations. It should be observed, how- 
ever, that this is a very limited field of development. Not 
a great many banks are likely to be active in this way, 
and among those that are, the number that will give rise 
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to great profits is only a fraction. There are still some 
rearrangements among old-established institutions that 
are constantly counted upon—such as the splitting up of 
the shares of the First National Bank of New York, which 
have varied in value from $3,000 to $9,000 or thereabouts, 
within comparatively recent periods. There are mergers 
between old well-established institutions, both in New 
York and elsewhere, which seem tolerably certain to occur 
when some long-standing obstacle shall be overcome. 
Nothing of the kind, however, need be expected of the 
rank and file of banks, and we must therefore say that, 
studied from this point of view, the investor in American 
bank shares will wish to be very “ selective,’ that is 
to say, he will wish to scrutinize each proposal for invest- 
ment that is presented to him with more than common 
care. In most instances, he will be wise in rejecting the 
offering, although in others thoughtful analysis and 
examination of factors which have little or nothing to do 
with the book value or statement condition of the bank, 
will lead him to purchase if conditions favour. 


IV 


It is now worth while to look at the general question 
of banking development in the United States as a whole, 
viewed from the larger standpoint. In this connection 
it is well to ask, first of all, whether earnings per unit of 
capital invested in banking are likely to be larger or 
smaller in the future than hitherto. It is undoubtedly 
true that better organization, better credit study and 
more efficient management are taking off some of the 
“rough edges”’ in American banking and are cutting 
costs below what they have been. This inference is 
fairly to be deduced from the cost studies that have been 
made by the Comptroller of the Currency and by some ot 
the Federal Reserve Banks. A few of the inferences that 
are to be drawn in this regard from the experience of the 
past year have already been reviewed in these pages. 
But the plain conclusion to be deduced from these cost 
data, and from general observation, is adverse to the 
opinion that net earnings per unit of capital are tending 
to increase very materially. According to the Comp- 
troller of the Currency, the net addition to profits of 
national banks stated as a ratio of their capital and 
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surplus for the year 1928 was 8°96 per cent., for 1927 
9°24 per cent., 1926 9°54 per cent., and 1925 9°00 per 
cent. A longer comparison does not show any par- 
ticularly different results, nor is there any reason for 
thinking that figures showing state bank earnings would 
be particularly different. 

It will be objected that these figures represent the 
average earnings of multitudes of small banks, many of 
which are poorly operated and incur heavy losses. This 
is true. But the admission that it is so brings us to the 
decisive phase of the subject with the question whether 
it can be expected that, in the near future, many of these 
small poorly-equipped banks will become branches of 
larger banks. Undoubtedly there has been a genuine 
movement toward branch-banking throughout the United 
States, although it has been temporarily held up, or 
diverted from its course, by hostile legislation, both 
state and national, so that it has tended to alter its form, 
group and chain banking being substituted instead. The 
American Bankers’ Association found that, during the 
past year or two, there had been a very rapid growth 
of group and chain banking, with the result that nearly 
1,900 institutions, having combined assets said to amount 
to $13,295,000,000, were under the control of these groups. 
Branch banking has a future in the United States, but it 
is apparently a rather distant future. There may be 
early proposals for Congressional legislation designed to 
relax the restrictions upon branch banking. They will 
have difficulty in passing Congress because that body is 
closely controlled by small banking interests. Even if 
they should in some form pass Congress, what is done 
will doubtless be only a step, and much time will have to 
elapse before other steps are taken. Again, even if branch 
banking developments should be temporarily suspended 
in favour of chain and group banking, it may well be 
doubted whether the outside investor is likely to get 
very much benefit. What has been done in developing 
such banking during the past year or more has usually 
been the issue of holding company capital of different 
grades, with a very large allotment of common shares to 
the organizers at a lower price, which has quite 
effectually ‘‘ watered ’’ the earning power of the remainder 
of the shares. 
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This amounts to saying that while it is likely that in 
the early future the American banking system will change 
its form, such change will probably be effected in a 
fashion that will give the profits to “ insiders” and will 
make them largely the outgrowth of capital readjust- 
ments. The question whether the greater economies of 
management under a branch system, which may or may 
not be paralleled under a holding company system, will 
suffice continuously to pay profits upon a vast over-issue 
of watered holding company stock, remains to be 
answered, and while such a result is possible, it is open 
to very serious doubt. 


V 


There is one other aspect of American banking which 
should be considered in conjunction with the question of 
future earnings. As is well known, the greatest evils 
during the past months of trial in the New York stock 
market were found in connection with the operations of 
investment trusts and investment companies which in 
many cases were owned jointly with banks. There are 
now a good many American banks which have investment 
companies affiliated with them, and in not a few cases 
the stock of one must be transterred simultaneously with 
the stock of the other. In some cases, the stock certi- 
ficates of the bank and of its affiliate are printed or 
stamped upon the same sheet of paper. If there should 
be a renewal of the great stock market ‘‘ boom” of 
past years, or if banks should continue to play the 
promotional part which they have been allowed to play 
through their holding companies or affiliates in recent 
months, it would be possible to bring about an era of 
large profits for the shareholders of institutions of this 
particular kind. Such a conclusion, as just noted, 
rests upon many “ifs.” Hard as it is to forecast the 
future in any field, it is particularly hard to forecast it 
in connection with the legislation of a popular republic. 
Certain we may be that the policies of American banks 
in ‘‘ playing” the stock market, and becoming active 
participants therein through their affiliated security 
companies, are both known to, and viewed with dis- 
approval by, large numbers of American citizens. Out 
of this hostile feeling there may easily come restrictive 
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legislation ; indeed such legislation is nearly certain to be 
attempted during the coming winter. How successful 
it will be, and what it will accomplish—whether American 
banks and bankers will not succeed in evading it as they 
have evaded so many other restrictions in the past‘—are 
open questions. 

From what has been said, however, it seems clear 
that, while there are many American bank stocks which 
are undeniably sound, conservative, and safe investments, 
their safety and their soundness are usually allied with 
a comparatively moderate return upon their capital, and 
that there is but little real prospect for an increase in the 
unit-earning power of such capital as the result of 
reductions in the cost of operation, while changes in 
capital structure cannot go on indefinitely but must 
reach their limit. This seems to place the future of 
American bank stock as a great money-maker for share- 
holders entirely in the field of speculation. There are 
still speculative possibilities due to the development of a 
holding company system, or due to the resumption of 
stock market activity through bank-owned investment 
companies. These speculative possibilities will in some 
cases open a chance of corresponding profits for buyers of 
bank stocks. For the reasons already reviewed, how- 
ever, they are prospects of considerable uncertainty, in- 
volving as they do political controversy and probable 
changes in the branch banking and incorporation law, 
not only of the Federal Government but of the several 
states. American bank stocks will not be a very safe 
type of investment under present conditions, except for 
those who are close to the scene of action and are able to 
get earliest information of probable absorptions or changes 
of policy. There are various stocks which may be 
reasonably bought at present prices and held with a view 
to the “ long pull,’”’ but on most of these, it would seem, 
a very moderate cash income must be sufficient to 
satisfy the holder while his sporadic profits upon new 
capital issues may or may not make his investment worth 
while. American banking shares are passing through a 
period of transition, in which their true place in an 
investment portfolio is still to be determined. 
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Paris as an International 
Financial Centre 


By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


accurate, its restoration as an international market 

such as it was before the war, has become one of 
the problems which has attracted the attention of French 
and foreign financiers and economists. It is well known 
that while in pre-war days the knowledge and experience 
of British accepting houses gave London pre-eminence 
as the world’s market for bills of exchange and short 
loans, Paris, on the other hand, possessed a first-rate 
market for the issue and placing of foreign securities, this 
advantage being largely due to the immense resources of 
French savings. It is useless to recall here the losses 
suffered by French holders of foreign securities. Part of 
these securities were mobilized by the Government in 
support of the exchange on the occasions of heavy 
purchases abroad during the war, and holders of other 
securities suffered greatly as a result of the collapse of 
Russia and other creditors of France. 

The war has been over for more than ten years, and 
it may well be asked why the question of restoring 
France’s international financial activity has not been 
taken up before. Undoubtedly there was a currency 
crisis and a crisis in public finance, but these fail to 
explain adequately the subdued part played by France 
since the war in international financial activity; and 
though it is true, as Mr. Paul Einzig recently stated in the 
columns of THE BANKER, that a financial market, in 
order to become a great international centre, has to 
possess a currency based on the gold standard, periods 
of inflation and exchange depreciation are in many ways 
favourable to the purchase of foreign securities. Thus 
the stabilization of the franc could and should have found 
France in possession of appreciable numbers of foreign 
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securities acquired during the period of currency deprecia- 
tion. That any expectations of this kind were unfulfilled 
is due mainly to the trend of public opinion and 
Government policy, deliberately based on nationalist and 
protectionist sentiment, during the post-war years. 

The losses suffered on foreign investments created an 
unfavourable frame of mind among the public towards 
such operations. Investors failed to understand that the 
painful consequences of a disaster without precedent 
ought not to overshadow the great advantage given by 
external investments to so great a nation as France. 
French Governments, however, who knew by experience 
the value of the support provided by French foreign 
investments to their financial operations during the war, 
ought not to have been influenced by popular prejudice, 
and ought not to have reinforced that prejudice by their 
authority and official action. 

And yet that is just what has taken place. The 
prohibition of the export of capital, a war measure which 
ought to have disappeared after the conclusion of Peace, 
was maintained. As a result of the disrepute into which 
all external financial operations fell this prohibition 
became, in the inexperienced eyes of the public and of 
political circles, the cornerstone of the defence of the 
franc. So long as the French currency crisis lasted, 
anyone proposing the restoration of the freedom of the 
movement of capital would have had to face the opposition 
of all parties, from the extreme Right to the extreme Left. 
Even this prohibition was considered insufficient as a 
means of restricting the volume of foreign securities 
in the Paris market. The spirit of protection joined 
forces with the fiscal efforts for higher revenue, and 
imposed new burdens upon the international capital 
market. The stamp duty payable on the occasion 
of the introduction of foreign securities was raised to 
4 per cent. The tax on incomes obtained from foreign 
securities was raised to 25 per cent., against 18 per cent. 
for incomes from French securities; and these differential 
rates were specially imposed in order to isolate the 
Paris Bourse from international financial currents. This 
policy of isolation had various consequences. During 
the currency crisis, for instance, when the French public 
played for safety by the purchase of leading foreign 
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securities, the isolation meant that many of these 
purchases were made on an artificial basis. The law of 
supply and demand affected only the comparatively 
small amounts dealt in France, and the Paris quotations 
showed wide divergences from those of London and 
New York. It is superfluous to point out the wide scope 
thus opened for every kind of fraud. 

The stabilization of the franc left capital free to move, 
it rendered visible the resources France had available for 
external investment, and showed foreign opinion that, 
as before the war, considerable funds were so available in 
France. Unfortunately the other barriers, raised at the 
time when it was considered almost criminal to buy 
foreign securities, have not disappeared. The significance 
of this was grasped by the Governor of the Bank of 
France, who, in a report to the Minister of Finance, 
indicated some of the reforms necessary for the inter- 
national development of the Paris market. He proposes, 
in the first place, the reduction of stamp duty on 
foreign securities, as included by the Minister of Finance 
in the budget for 1930. He then suggests a series of 
measures designed to encourage the use of bills of 
exchange, these including such measures as the reduction 
of the stamp duty, the creation of a banking organization 
for accepting and discounting foreign bills, the provision 
of better rediscounting facilities by the Bank of France, 
and, finally, the removal of the tax on exchange 
operations. 

It appears that the majority of these measures refer 
to short-term credits, while only the reduction of the 
stamp duty on foreign securities refers to long-term 
investments. The Governor of the Bank of France seems 
to be thinking of expanding the Paris market as a market 
in acceptances. He clearly has in mind the example 
of the Bank of England, whose portfolio largely consists 
of bills drawn abroad and accepted in London. Again, 
presumably following the same example, the leading 
French banks are at present engaged in the establishment 
of an acceptance house whose bills would be eligible for 
rediscount at the Bank of France. 

There is no doubt that these measures taken together 
would, if adopted, result in a considerable increase in 
the activity of the Paris money market. This, however, 
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is only one aspect of the question. Without entering 
into a comparison of the advantages of short-term and 
long-term loans, it is obvious that activity in the former 
does not in itself fulfil all the requirements of an inter- 
national market. Moreover, it was as a centre for long- 
term capital issues that Paris acquired its predominance 
before the war, and to-day there is in existence a large 
volume of small savings available for investment in 
foreign securities, but which cannot readily be directed 
into employment in discount operations. 

The return of the small and medium savings, which 
constitutes the principal financial resource of France, into 
the international capital market is evidently desirable. 
It will only be attained, however, under two conditions 
which do not seem to have been envisaged by the report 
of the Governor of the Bank of France. The first is the 
suppression of the differential income tax on dividends 
from foreign securities. It is a strange application of 
the principle of income tax to demand 25 per cent. on 
the receipts from foreign securities and only 18 per cent. 
on the yield of French securities. The second is the 
control by law of the manner in which new issues are 
made to the public. In addition to losses incurred 
during and as a result of the war on investments which 
at the time of their first appearance seemed perfectly 
sound, French investors have also been the victims of 
the extreme tolerance shown in the past towards un- 
scrupulous houses who issued foreign securities of every 
kind, which were not worth the price of the paper on 
which they were printed. In this respect, there is much 
to learn from the recent British legislation. 

To sum up, the restoration of Paris to its old position 
as a financial centre raises a number of questions, the 
solution of which requires prolonged efforts. It is satis- 
factory to note that French Governments are acquiring 
a more correct conception of finance and its requirements, 
for it is obvious to those who have followed for several 
years the financial policy of various Governments that 
it is far more important to decide to work for the 
establishment of the Paris market on an international 
basis than to determine which is the best way of attaining 
this end. Once the main objective is known, the rest 
will follow. 











The Activities of the South 
African Reserve Bank 


HE Currency and Banking Act which provided for 
the establishment of the South African Reserve 
Bank came into operation on December 17, 1920, 

and the Bank was opened on June 30, 1921. In accord- 
ance with the Act £300,000 of the capital was allotted to 
the existing banks and the balance was offered to the 
public, but notwithstanding the fact that the date for 
the closing of the subscription lists was extended from 
June 4 to June 18 (1921), the response was anything 
but encouraging, only £379,200 being applied for, leaving 
the balance to be taken up by the Treasury. By March 
1922, however, the Treasury was able to dispose of its 
holding. 

The Bank was authorized by the Treasury to issue 
tos.,* {1, £5, £20 and {100 notes, and the ordinary 
banks were prohibited from issuing or re-issuing their 
own notes after June 30, 1922. On June 30, 1924, they 
were required to transfer the liability for their unredeemed 
notes, amounting to £443,084, to the Reserve Bank, thus 
making the Reserve Bank the sole note issuing authority 
in the Union. This liability gradually contracted, as the 
notes were redeemed, and by March 1929 it had been 
reduced to £175,789. 

The Reserve Bank actually began to issue notes in 
April 1922, and until that date its activities were chiefly 
confined to the granting of advances, ranging from 
£90,000 to £2,200,000, to the Government and acting as 
a clearing-house for the other banks along the lines 
followed in other countries. 

Domestic Bills discounted only appear in its state- 
ments between July and September 1921 in amounts 
ranging from {2,000 to £252,000, and not again until 
July 1922. Accordingly it is not surprising to find that 

* According to Government Notice dated December 24, 1923, Ios. notes 


were no longer to be issued. On December 8, 1926, however, the re-issue 
‘was resumed. 
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the Bank maintained a reserve ratio in excess of 70 per 
cent. throughout 1921. The ratio actually stood at 
103 per cent. on August 13 of that year. 

From this modest beginning, in a period of severe 
depression, the Bank has steadily increased its earnings, 
as is shown by the following figures relating to profits 
and the appropriation thereof : 


B- Gross Net | Pension Dividends Reserve peg 
Mar. * Profits. | Profits. | Funds. * | Funds. Shete. 
£ £ £ £ £ 


£ 
1922.. | 78,560 | 45,524 8,000 | 35,443(6%) 2,081 — 
1923.. |175,968 | 105,631 8,000 | 60,000(16%) | 37,631 — 
1924.. | 243,885 | 178,612 5,500 | 60,000(6%) | 113,112 -- 
1925.. | 244,368 | 170,673 | 5,000 | 60,000(6%) | 105,673 | — 
1926.. | 325,464 | 238,420 | 17,000 | 100,000(10%) | 80,710 | 40,710 
1927... | 349,032 | 249,408 | 22,000 | 100,000(10%) | 83,704 | 43,704 
1928.. | 385,401 | 232,991*|(20,000)T| 100,000(10%) | 86,496 | 46,496 
1929.. | 406,139 | 240,739*|(20,500)T| 100,000(10%) | 90,370 | 50,370 


According to the Act no dividend in excess of 6 per 
cent. could be paid until a reserve fund equal to 25 per cent. 
of the Bank’s capital had been accumulated. Moreover, 
as long as South Africa was off the gold standard, all 
profits in excess of the amount required for the payment 
of a dividend of 6 per cent. was to go to “a special fund 
for strengthening the gold reserve of the Bank.” Hence 
all excess profits earned prior to May 18, 1925, had to be 
appropriated to this fund. In 1924 it was increased to 
£152,825 and for the year ending March 31, 1925, a 
urther £105,673 was available, thus raising its amount 
to £258,498. In the absence of any indication by the 
legislature as to the destiny of this Special Fund, upon 
the return to the gold standard the Bank obtained “ the 
best legal advice” which was to the effect that “ our 
proper course is to hold the ‘ Special Fund for strengthen- 
ing the Gold Reserve of the Bank’ as ‘ Reserve’ pure 
and simple.” Henceforth, therefore, the Bank could 
declare a dividend up to Io per cent., while the Govern- 
ment now began to share in the profits of the institution. 

* The contributions to the Pension Funds as listed under that column 


are here deducted in advance. 
t Paid out of Gross Profits. 
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It should be noted that the Reserve Bank is exempted 
from any tax or duty uponitsnoteissue. The significance 
of this concession to both the Bank and the Government 
is brought out by the following figures : 






















Revenue from 


Revenue from 
Year. Bank Note Duty. 


Year. Bank Note Duty. 








£ £ 
I9I2-I3 23,910 IgIg-20 68,028 
IQI4-15 21,910 1g2I-22 63,930 
IQI6-17 28,164 1923-24 19,048 






1g17-18 39,781 1925-26 — 








An extension of the Bank’s activities only came with 
the assumption of its note issue privileges in April 1922. 
In the weekly statement of April 22 they made their 
first appearance, amounting to £200,000, which amount 
rapidly increased, reaching {10,013,785 by the end of 
the year, which is roughly the amount outstanding at 
the present moment. Similarly there was an increase in 
domestic bills discounted from £45,163 in July 1922 to 
£2,693,747 by the end of the year and foreign bills 
discounted from £7,067 to £450,543 between August and 
December. As a result of the 1923 Amendment of the 
Act Treasury Bills, both Union and British have appeared 
among the assets shown in the Bank’s statement since 
the end of June 1923. The following highest and lowest 
figures, appearing in the published weekly statements, 
give an idea .»f the Bank’s activities during 1923 and 


1924: 


















1924. 





1923. 

















Highest. | Lowest. | Highest. | Lowest. 





















£ £ £ i 
Domestic Bills .. | 3,285,170 | 1,862,767 | 2,691,990 | 1,721,076 
Foreign Bills .. | 1,385,760 177,822 | 2,079,288 383,842 
Union Treasury Bills 350,000 Nil I,200,000 5,000 


British Treasury Bills | 1,900,000 | 1,000,000 | 2,570,000 620,000 
Loans and Advances 

to Government .. | 2,850,000 
Other Loans and Ad- 


vances .. .. | 1,009,700 













1,300,000 | 2,700,000 | 250,000 













5,000 244,000 5,000 
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The Kemmerer-Vissering Commission which reported 
upon the question of the return to the gold standard in 
January 1925, also had occasion to make certain recom- 
mendations regarding the Reserve Bank. Since South 
Africa had only three commercial banks, the Commission 
maintained that the Reserve Bank could not operate 
exclusively or almost exclusively as a banker’s bank. 
It should at all times be ready to operate in the open 
market to make its rates effective and to enforce its 
policy, ‘‘ otherwise the commercial banks, so long as they 
did not need to call upon the central bank for aid, might 
refuse to follow its leadership and so prevent it from 
discharging its duties to the public.’”” The Commission 
felt ‘‘ that it should operate in the open market in the 
future much more actively than it has in the past. For 
this purpose its present statutory powers are broad and 
nearly adequate, but . . . in view of the limited 
amount of high-grade short-time commercial paper now 
available in the South African market, there should be 
some extension of the bank’s power to make advances.” 

The following amendments to the Act were accord- 
ingly recommended :— 

(a) The Bank should be empowered to lend money to 
the public and the banks for periods not exceeding 120 
days on bills or one name promissory notes, secured by 
warehouse receipts against staple commodities fully 
insured and possessing broad and active markets, to an 
amount not exceeding 75 per cent. of the value of such 
commodities at current market prices. 

(6) The Bank should be authorized to lend directly to 
other banks on their own promissory notes with maturities 
not exceeding 15 days secured by any collateral 
eligible for rediscount or even within certain limits* by 
Government securities with maturities in excess of six 
months. 

(c) The Bank should within limits* be allowed to 
invest in government securities with maturities in excess 
of six months. 

(zd) In view of the fact that there is considerable 
high-grade 120-day commercial paper in the Union, the 


* The total under (b) and (c) not to exceed the Bank’s paid in and 
unimpaired capital. 
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usance for commercial paper discounted by the Bank 
should be extended from go to 120 days. 

(e) The clause providing for the holding of not more 
than one-fourth of the Bank’s reserve requirements 
abroad, in the form of earmarked gold, was to be amended 
to read “‘ provided that the gold held in the Union does 
not fall below 75 per cent. of the normal legal reserve 
requirements,” thus removing all restrictions on the 
amount it might care to hold abroad. 

In addition to the above amendments certain 
administrative charges were suggested, to enable the 
Bank to function more effectively, viz. : 

(x1) Primarily to enable the Bank to exercise a stronger 
control over the money market, “‘ it should be encouraged 
to invest in the Treasury bills of the Union Government 
having maturities of not greater than go days, and 
that to this end the Union Government should again 
issue such go-day Treasury bills and co-operate with 
the Reserve Bank and with the other banks in every way 
possible to create in South Africa a broad and active 
market for such bills. 

(2) The campaign in favour of the bill system should 
be encouraged, and merchants and the banks should 
offer preferential terms and rates, while the Reserve 
Bank was to give substantially preferential discount 
and rediscount rates on trade acceptances. 

(3) The Government should transfer its accounts to 
the Reserve Bank to strengthen its power. In lieu of 
the interest it was receiving from the commercial banks 
it would receive an increased share of the profits of the 
Bank. 

(4) Finally the Bank was to open branches in the 
principal cities of the Union and in London. 

As far as the amendments are concerned, the Minister 
of Finance adopted these and promised, for years in 
succession, to introduce the necessary legislation. This 
promise, however, remains unfulfilled, partly for fear, 
it is maintained in some quarters, lest the Labour Party 
might seize such an opportunity to raise the State Bank 
question once more. 

As far as the proposed administrative changes are 
concerned, several of these have been carried into effect. 
At the annual meeting in June 1925 it was announced 
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that branches would be established in several centres, 
and to-day the Bank is so established in Pretoria, Cape 
Town, Durban, East London, Johannesburg and Port 
Elizabeth. The proposal to open in London has not, 
however, been adopted, it being maintained that the 
agency of the Bank of England is quite adequate and 
much less costly than a branch in London. 

In accordance with the Commission’s proposal, the 
accounts of the Union Government and the Railway and 
Harbours Administration were transferred to the Reserve 
Bank in January 1927. Those of the Provincial Govern- 
ment, however, are still kept with the commercial banks, 
so as not to disorganize the banking system unduly 
through this change in practice. A portion of these 
deposits are invested by the Bank for the benefit of the 
Government, thus overcoming the restriction as to the 
payment of interest on deposits. The Government, 
therefore, is compensated for any possible loss resulting 
from the transfer, but it is doubtful whether the Bank 
as such derives any considerable financial benefit from 
the change. It not only has to maintain a reserve of 
40 per cent. against these deposits but also pays the 
commercial banks a commission for the handling of 
Government business at such centres where the Bank is 
not established, while the Bank itself has to meet addi- 
tional expenditure as a result of the increased 
transactions occasioned by the transfer. 

The campaign in favour of the extended use of the 
bill of exchange is being still continued by the Bank 
through its Governor who seizes every opportunity to 
refer to the matter. We accordingly find the Bank 
quoting to the public as well as to the commercial banks, 
which enjoy the privilege of a lower rate than the public 
rate, one per cent. more for loans than for discounts or 
re-discounts. Similarly we find discrimination in the 
rates charged by the commercial banks, the prevailing 
rates being 6? per cent. up for discounts as against 
74 to 8 per cent. for overdrafts or loans. It is doubtful 
if the campaign is meeting with any considerable response 
from the business community. Some of the largest 
wholesale houses are indeed said to be extending the 
use cf bills more and more, but many of the smaller 
wholesale concerns prefer to compete with their larger 
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rivals on the basis of credit terms rather than of price, 
and succeed in a great measure in thus attracting 
business. These concerns are naturally being carried 
by the commercial banks by means of overdrafts. It 
would seem that to a considerable extent the remedy 
rests with the banks themselves, and in view of the 
existence of only three commercial banks in the country 
it should be a relatively easy matter to bring about united 
action on their part in this matter. It is obvious that if 
they would combine and decide to discourage this type of 
financing and to discriminate sufficiently in favour of 
discounts they would not only help considerably to bring 
about the desired change, but would also be strengthening 
their own position by having their assets in a form 
which would both be more liquid and would also give 
them in their turn greater access to the Reserve Bank. 
Incidentally, the transition would slowly but surely 
widen the scope of the Reserve Bank’s operations and 
enable it to perform its functions more effectively. 

As for the Treasury Bill proposal, the Treasury duly 
issued go-day bills, and in 1927 the Reserve Bank 
announced that, as an experiment, it would be prepared 
to discount Treasury bills which had been running for 
not less than 14 days at 4 per cent. above their rate 
of issue. In view of the low rate, however, at which 
these bills were issued and the possible dangerous conse- 
quences of such a definite undertaking, and moreover 
since the commercial banks suddenly decided to give 
better rates for ‘‘short money,” it was announced at 
the next meeting of shareholders (June 1928) that the 
experiment had been discontinued. The Bank would 
still be prepared to discount these bills, but at reasonable 
current rates and not at rates fixed in advance, nor at 
rates based on the price originally paid for the bills. 

To sum up, at the present moment the Reserve Bank’s 
influence in the country is still somewhat restricted. 
Exchange rates it largely controls through its agreement 
with the mines, under which it buys and markets the 
weekly gold output. By the presence of its branches in 
the larger centres, which are open to the public for business 
at its published rates, it influences the rates of the other 
banks, though its direct dealings with the public are of 
a very limited nature. On the other hand, even the 
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Government does not obtain all its credit needs from the 
Bank, as it is able to get its temporary funds more 
cheaply through the issue of Treasury bills, which are 
sold directly to the public. 

In short, the Bank is still predominantly a bankers’ 
bank. The extent to which the commercial banks make 
use of the Reserve Bank can be gauged from the following 
figures of annual turnover of domestic bills discounted, 
which represent mostly rediscounts for the other banks : 
1926-27, £8,000,000; 1927-28, £13,000,000; 1928-29, 
£13,000,000. As against this there was an annual 
turnover of {26,000,000 for 1927-28 and £35,000,000 for 
1928-29 for foreign bills discounted, these being mainly 
prime London bills bought with the Bank’s London 
balances. The turnover of Treasury Bills (Union and 
British) for the same years was {5,400,000 and over 
£7,000,000, respectively. 

Such then is roughly the scope of the Bank’s activities. 
That they are not as extensive as they should be is 
realized by the Bank itself. For years in succession the 
Governor has been pleading for a widening of the Bank’s 
powers to enable it “to get into touch, and remain in 
touch, with commercial and industrial finance in some 
way other than through the other banks ‘ 
There are several lines of business in which the Bank 
could operate without any serious interference with the 
general business of the other banks, and it is the Board’s 
opinion that the Bank ought to have a free hand, subject 
to certain definite restrictions, so that it could do such 
business.’”” These proposed “ definite restrictions’’ are 
three in number, viz., that it should never allow interest 
on deposits; it should never allow unsecured advances 
or overdrafts; and it should never make advances on 
fixed property. For the rest it wants complete freedom. 
Whether the Government and Parliament can be per- 
suaded to make such a drastic change in the powers of 
the Bank, time alone can tell. 











The Banking Situation in Germany 
By Dr. Albert Hahn 


N order to understand the present situation of banking 
I in Germany it is necessary to take into consideration 
both purely banking and general economic factors, 
simply because no other branch of business is dependent 
to such an extent upon the general economic situation as is 
banking, while conversely, nothing affects the general 
economic situation to such an extent as the banking situa- 
tion. Before the war, there was an increasing tendency 
in German banking towards rationalisation and amalga- 
mation. Small banking firms disappeared, while medium 
and large banking houses became branches of the leading 
banks. The number of private bankers showed a steady 
decline, and the big banks, through their branches, 
acquired a greater and greater part of the country’s 
banking business. It was the victory of the organisation 
working with a very large turnover at a comparatively 
low cost. This tendency was not merely interrupted by 
the war and by inflation, but was even reversed. Many 
firms which were approaching the stage of liquidation 
once more became solvent, and new firms were established. 
Their profits, however, were largely fictitious, created 
through the depreciation of the mark, while in part they 
were directly or indirectly the result of speculation. 
Once the stock markets settled down after their wide 
movements of revaluation and relapse, possibilities of 
profit on Bourse operations became reduced, while the 
decline of public interest in Bourse operations brought 
about a fall in profits from commissions. As a result, 
German banking is faced with a situation which bears 
much resemblance to conditions prevailing before the 
war. It is once more difficult for small and medium 
banks to cover their overhead expenses through profits 
on current banking business, and expansion is impossible 
owing to the limited amount of their resources and to the 
difficulty of attracting large funds to be used for their 
requirements. As a result, many firms have found it 
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necessary, and many more will shortly find it necessary 
either to liquidate altogether or to confine their activities 
to those of a financial house, for which no large organisa- 
tion nor the administration of large funds is required. 
This explains the pronounced process of liquidation in 
German banking. It also explains in part the large 
number of recent bank insolvencies, as the resources of 
the firms were exhausted as a result of high overhead 
charges and stagnant business. In addition, however, 
general economic factors have also contributed to the 
failures. It must be borne in mind that Germany is 
suffering from a general depression. The customers of 
the banks, who bought goods on a credit basis, suffer 
losses, some of which has to be borne eventually by the 
banks, as the capital of their customers often does not 
provide a sufficient margin. Moreover, bankers in 
Germany have often participations and shareholdings in 
trading concerns and so share in their losses. Apart from 
failures due to the general depression and involving 
actual insolvency, there is another category of failures 
in which firms have got into difficulties and actually 
collapsed, although possessing all the time a surplus of 
assets. These firms are the victims of the wave of 
distrust brought about in Germany by certain untoward 
events. Carefully managed firms were able to cope with 
the situation by keeping themselves sufficiently liquid, 
but those who immobilised their resources by acquiring 
investments which were not readily taken over by banks 
were unable to stand the strain. Their collapse in turn 
reacted upon commerce and industry, and was the cause 
of additional liquidations and failures. 
The process that is going on in German banking is to 
a great extent sound, as it eliminates definitely the firms 
which were created or which were kept alive by the 
abnormal conditions prevailing during and after the 
inflation period, and which had no longer any economic 
justification. It is a process of rationalisation, as the 
small and medium firms, which have not sufficient means 
and are unable to obtain sufficient credits, are diverted 
from commercial banking. This process is decidedly 
sound from an economic point of view, though naturally 
regrettable from the point of view of the firms which are 
the victims. 
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Taking German banking as a whole, it may be safely 
said that notwithstanding the recent failures it has 
proved to be astonishingly sound. It must be remembered 
that heavy losses have been suffered by banks through 
inflation, and during the periods of deflation and depres- 
sion that succeeded inflation. It must also be realised 
that the crisis of the last few months was a very severe 
test to banks, simply because of its long duration. 


Recent Banking Developments 
in Greece 
By D. E. Protecdicos 


HE most important event in the banking history 

of Greece during the last two years is the esta- 
blishment of the Bank of Greece, which opened its 

doors on May 14, 1928. As from that date, the National 
Bank of Greece renounced in favour of this new institu- 
tion the right of issuing notes, together with the other 
central banking functions which it had held since 1842. 
The Bank of Greece came into existence under the 
provisions of a protocol, signed at Geneva on September 
15, 1927, by the Greek Minister of Finance, and deposited 
with the secretariat of the League of Nations. It was 
drawn up in connection with the issue by the Greek 
Government, under the auspices of the League of Nations, 
of a loan for the purposes of stabilizing the Greek cur- 
rency, of liquidating budget arrears, and of continuing 
the work of settlement of Greek refugees. According 
to the report of the Financial Committee of the League 
relative to the drafting of the scheme for the issue of the 
Greek stabilization loan, it was originally contemplated 
by the Greek Government and the committee that the 
National Bank of Greece should have been remodelled. 
But, on further examination, it was found more con- 
venient to detach from that bank its central banking 
functions and create a new Bank of Issue, fulfilling the 
functions of a modern central bank—which was, in fact, 
done. 
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Thus was founded the Bank of Greece. Article 4 of 
its statutes defines as its first duty “‘ to ensure that the 
gold value of its notes remains stable.” This duty it has 
till now successfully performed. When the bank began 
business, it held a cover in gold and gold exchange of 
53°67 per cent. of its note circulation and other demand 
liabilities—the statutory minimum being 40 per cent.— 
while the proportion of this reserve to the amount of 
its note circulation alone was equal to 81-51 per cent. 
On November 30 last these percentages had fallen 
to 48-31 per cent. and 63-81 per cent. respectively. 
Gold and foreign gold exchange have declined from 
Drs. 3,964 millions to Drs. 3,301 millions; bank notes 
in circulation have increased from Drs. 4,863 millions 
to Drs. 5,173 millions; and deposits have fallen from 
Drs. 2,523 millions to Drs. 1,660 millions. 

Towards the end of last year the bank reduced its 
rediscount rate from Io per cent. to g per cent., “ to 
indicate in a practical way that interest rates should show 
a downward trend,” as the Governor stated in his annual 
report for 1928. Since, however, the rates of interest 
ruling on the market are still appreciably higher than 
the official rate, it cannot yet be said that the bank is 
exercising a completely effective control over the money 
market. Again, it is evidently this desire to influence the 
trend of interest rates—and perhaps the wish to increase 
its earning assets—that has led the bank, by discounting 
commercial bills and making advances to the public, 
to a partial violation of the principle according to which 
“a central bank should not ordinarily compete with 
the trading banks for general banking business.’” Though 
deposits with it of other banks have greatly decreased— 
a decrease reflecting the shortage of money observed for 
some months now—the bank has nonetheless taken a 
good step in the direction of becoming the settling agent 
of other banks, by establishing a clearing office, which 
is functioning for the moment as a department of the 
bank. Finally, it should be mentioned that, little by 
little, the bank is concentrating the banking and money 
transactions of the Government—though it is not always, 
as it should be, the Government’s financial adviser as well. 

Shortly after the creation of the Bank of Greece a 
question arose, the settlement of which necessitated long 
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and difficult negotiations. The present Government 
suddenly and unexpectedly put forward a claim on the 
difference resulting from the revaluation of the cover 
held by the National Bank of Greece for its note circula- 
tion. In accordance with the protocol of Geneva and an 
agreement, forming part of this document, between the 
Hellenic State and the National Bank, the latter was 
credited by the Bank of Greece with the value of that 
cover (which was accepted as being the property of the 
National Bank) at the rate of stabilization—say 375 
drachmas to the pound sterling. It is the difference 
between the value of this cover at the old gold parity of 
25°225 drachmas to the pound, and its value at the 
stabilization rate, that was subsequently claimed by the 
Government, despite the aforementioned agreement. 
The National Bank had to come to a compromise, 
and hand over to the State half of this difference, that is 
560 million drachmas. Of this amount, a sum of 450 
millions, together with other 500 million drachmas from 
the proceeds of the Public Works Loan and some other 
contributions, the exact figure of which is not yet known, 
constituted the initial capital of the Agrarian Bank of 
Greece, established recently by an agreement between 
the Government and the National Bank to take over 
from the latter its agrarian credit department. 

This new bank marks a further step in the direction of 
banking specialization in Greece, begun in 1927 with the 
formation of the National Mortgage Bank of Greece, to 
which the National Bank has transferred its branch of 
mortgage credit. Contrary to precedent, the Agrarian 
Bank is not a joint stock company, but an autonomous 
organization of public utility. It has as its object the 
operation of agrarian credit of every kind, the fostering 
of co-operative agricultural associations, and the im- 
provement of the conditions under which agricultural 
business in general is being conducted. The bank may 
not distribute any dividends. Its net profits will be 
carried to a reserve fund. It may accept deposits of 
money, and receive credits, of not more than 850 million 
drachmas in all, to be granted to it for a period of ten 
years, and of 200 millions from the expiration of that 
period and up to the end of 1950, by the National Bank 
of Greece, in accordance with the provisions of the agree- 
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ment above referred to. Thus the initial resources of the 
bank should exceed 1,600 million drachmas. The bank 
is governed by a board of thirteen directors composed of 
(a) the Governor, (b) the General Director of the Ministry 
of Agriculture, (c) the Professor of Political Economy in 
the Athens University, (d) one representative of the 
National Bank of Greece, (e) one of the Bank of Greece, 
(f) one representative of the Union of Agricultural Co- 
operative Associations, (g) one representative of the 
Agricultural Chambers, and (4) six members appointed 
in the first place jointly by the State and the National 
Bank, and, on expiration of their term of office, elected 
by the board itself. Great hopes are entertained as to 
the help that this bank will give to agriculture. There 
is no doubt that it should prove very useful for the 
development of agriculture and the improvement of the 
conditions of farmers, provided, of course, that it will be 
able to avoid the pernicious interference of politicians. 
While the foundation of the Bank of Greece firstly, 
and the creation of an agrarian bank secondly, are the 
main and most important features in the banking history 
of the last two years, there are also some other develop- 
ments worth mentioning. Thus two foreign banks have 
been established : a branch of the British-French Discount 
Bank, and the Banca Commerciale Italiana e Greca, 
affiliated with the Banca Commerciale Italiana. On the 
other hand, four banks had to close their doors owing 
to immobilization of funds and to big losses. Another 
event of importance was the foundation of the Hellenic 
Bankers’ Association, in which participate thirty-one 
banks, with the object of protecting and promoting the 
professional interests of its members. The institution 
of this association became necessary chiefly in conse- 
quence of the heavy taxation imposed upon the banks 
and, generally, because of the wrong policies followed by 
the authorities, which scared capital and caused its 
flight, much to the detriment of the interests of the 
banks and of national economy at large. Since its 
inception, the association has done a good deal in the 
direction of unification of banking methods and, by 
contact with the responsible Ministers, of rendering 
more reasonable the attitude of the administration to 
banking questions. One of the good results thus obtained 
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is the protection by legislative measure of the professional 
secrets of banks against inquisitions of the authorities—a 
protection the lack of which had previously contributed 
to the outflow of Greek capital. 

A weak point in Greek banking is the comparatively 
large number of banks. In 1914 there were only seven 
banks. Since that year the number of banks went on 
increasing as follows: I9I9, thirteen; 1920, fourteen; 
Ig2I, sixteen; 1922, seventeen; 1923, nineteen; 1924, 
twenty-one ; 1925, twenty-eight ; 1926, thirty-three ; 1927, 
thirty-nine ; 1928, forty-three; 1929, forty-three. 

Share capital and reserve funds amounted in 1914 
to Drs. 131°5* millions; deposits and other liabilities 
(including bank deposits with the National Bank) to 
Drs. 586-1* millions; discounts, advances, and other 
assets (not including cash items and balances with other 
banks) to Drs. 621-1* millions. The corresponding figures 
for this year are Drs. 3,299t{ millions, Drs. 21,530-2 
millions, and Drs. 19,366-6 millions respectively. Con- 
verted into pre-war gold drachmas, the latter figures 
show : capitals and reserves, Drs. 219-9 millions ; deposits, 
etc., Drs. 1,435°3 millions; discounts, advances, etc., 
Drs. 1,291°I millions. It is obvious that the number of 
banks is out of proportion in comparison with the wealth 
and the business of the country. This fact is becoming 
more and more apparent. The war and post-war boom 
has gone for ever, while the stabilization of the currency 
has dried up the sources of easy profits from speculation. 
As, moreover, the country is labouring under the spell 
of a severe economic depression—the aftermath of the 
inflation period and the economic consequences of the 
refugee problem—business is fading away and profits 
are declining, while expenses show little or no tendency 
to diminish. In fact, the banks are working on a narrow, 
and narrowing, margin of profit. Competition is there- 
fore keen, and, sooner or later, most of the banks founded 
during and since the war will have either to be absorbed 
by others or be wound up. The first step in the way of 


* The relative figures for the Ionian Bank are not available. 

+ Not including capital engaged in Greece of the Ionian Bank and the 
British-French Discount Bank. 

+t The sum of Drs. 3,299 millions is analysed as follows : Share capital 
paid up, Drs. 1,313.9 millions; reserve funds, Drs. 1,985.1 millions. 
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amalgamation was taken the other day, when it was 
announced that three of these banks will merge into a 
large industrial bank, under the egis and with the actual 
participation of the National Bank. 

But if the outlook for the small and new banks is not 
promising, the position of the older and larger banks is 
sound and strong. Leaving out of consideration the 
Bank of Issue, the largest and most powerful bank, 
closely interwoven with every branch of the economic 
life of the country, is the National Bank of Greece. Its 
paid-up capital and reserve funds amounted on October 
31 last to Drs. 1,205 millions, while its deposits had 
reached the record figure of Drs. 6,352 millions, not- 
withstanding the severing and setting-up as separate 
institutions of its central banking functions and its 
mortgage credit branch. As the statutes of the Bank of 
Greece limit its activities within a strictly defined con- 
ception of a central bank’s functions, ample scope is left 
for the National Bank to continue performing the rdle 
of a semi-official and influential organization, combining 
the character of a trading bank with that of a national 
institution called to serve the higher interests of the 
country. Next in importance ranks the Bank of Athens, 
followed by the Ionian Bank Limited, the Commercial 
Bank of Greece, the Orient Bank, the Popular Bank, 
and the Bank of Industry. The Mortgage Bank and 
the Agrarian Bank stand also in the first line, but their 
operations are confined to the special branch of credit 
which they serve. Over 330 bank branches are 
maintained in the provinces, and, in addition, branches 
and affiliates of Greek banks are established in Egypt, 
in England, and in the United States of America. 
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National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 
95 Branches and Agencies in New Zealand. 


Authorised and Subscribed Capital £6,000 ,000 





Paid-up Capital a ..  £2,000,000 
Reserve Fund and Undivided Profits £2,155,154 
“£4,155 ,154 

Aggregate Assets (31st March, 1929) £18,809,388. —————— 


The National Bank of New Zealand, Limited, receives Deposits tor fixed periods at 


rates which may be ascertained on application, and conducts every description of Banking 
Business connected with New Zealand. ARTHUR WILLIS, Manager. 
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Annuities 
By Frank Plachy, Jr. 


HERE are indications that the annuity as a form 
of old-age protection is coming into its own in this 
country. All too little is known about annuities, 
and if their many good points were more widely known 
there is no question but that they would rival life assurance 
itself—of which they are the direct opposite—in popu- 
larity. The life assurance companies of Great Britain 
have been very backward in connection with their 
annuity business, and as a consequence only unprofitable 
business of this kind has come to them and the majority 
have lost money on it. 

It is a curious fact that the present reawakened interest 
in annuities came indirectly from overseas. For the 
past five or six years the American and Canadian life 
assurance companies which have been pushing group 
insurance have been aware that a market of tremendous 
potential size exists for group annuities as well, and they 
have worked out plans which meet this need in an 
excellent manner. It is reported that when the largest 
American life assurance company opened an office in 
Britain to push the sale of its group insurance it found 
British employers very lukewarm on the subject of group 
insurance but decidedly keen on the possibilities of group 
annuities as a means of providing pensions and retirement 
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allowances for their employees. Thus it was the almost 
unerring instinct of the British business man for some- 
thing worth while rather than the enterprise of British 
assurance companies which has brought the virtues of 
annuities to notice on a wide scale. 

American interest in group annuities came about in 
the following way. About twenty years ago a great many 
American business enterprises, railways, and banks, 
sought a means of stabilizing their labour turnover and 
which at the same time would meet the growing social 
demand for some form of protection for workers in their 
declining years. The situation was met, or was supposed 
to have been met, by the adoption of pension plans, most 
of which were administered directly by the organization 
concerned. About ten years ago an investigation proved 
that a minimum of actuarial knowledge had entered into 
the great majority of these pension schemes and only 
about 7 per cent. of them were found to be in shape to 
meet the liabilities which the future would probably 
bring. 

This disconcerting discovery caused a good deal of 
trouble. In some cases where employers sought to 
abandon their pension schemes litigation ensued, it being 
claimed that a contractual obligation to pay pensions had 
been established. The courts declined to accept this 
view ; but the least that can be said is that bad feeling was 
general, which was exactly what the pension plans had 
been originally intended to prevent. Employers then 
sought a better way to meet the pension problem, and the 
big assurance companies were not long in providing a 
suitable plan. 

Group annuities have the great virtue from the 
employer’s standpoint—that they do not involve a con- 
tinuing liability on him. In practice each year’s annuity 
is a completed transaction which may be dropped by 
the employer if changing circumstances appear to make 
this desirable, but which assures to the worker a pension 
proportionate to the period of service with the employer 
regardless of the dropping of the plan or a change of 
employment by the worker. Firms using the group 
annuity method of providing pensions for their employees 
simply buy, at the end of the year, a small deferred 
annuity, generally starting at age sixty-five, the usual 
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pension plan age, for each employee. At the end of the 
second year the employee receives another small annuity, 
and soon. They become his property absolutely. If he 
remains in the same employment his collection of annuities 
will together amount to a good-sized pension, while if he 
leaves or the plan is dropped he will at least have covered 
such proportionate part of his old-age provision as those 
particular years of employment should have provided. 

The plan is equitable to both sides in that it imposes 
no liability on the employer and it does not coerce the 
worker into remaining with one firm for life in order to 
get a pension when by making a change he might benefit 
himself, his family, and the community. It is free of 
entanglement of any kind, and the only liability rests 
where every such liability should rest—on the assurance 
company. Group annuities are assured of a great future, 
and experience in the United States and Canada has 
already proved their success. The rate which the 
assurance companies are able to quote for the deferred 
group annuities is a low one, because they get a wide 
selection of lives and not just the cream of long-life 
expectancies, as is now the case with the individual 
annuities sold by British life assurance companies. 

Clearly, the social conscience in every advanced 
country realizes that what is needed is an instrument for 
old-age protection which workers can accumulate during 
their productive years and which they can take with 
them from job to job. This function the group annuity 
fulfils perfectly, and when it has attained the widespread 
use which may reasonably be expected of it will be one 
of the most valuable agencies for removing old-age depen- 
dency and poverty ever devised. This is a very brief 
and condensed outline of the group annuity idea; where 
desired a contributory feature may be utilized which 
greatly increases the worker’s annuity and tends to make 
him a satisfied employee. 

The experience of nearly all British life assurance 
companies with their annuity business has been un- 
favourable. This is because not enough annuities have 
ever been sold to obtain a normal spread of mortality, 
as is obtained in the life assurance field. The reason is 
that the sale of annuities is not pushed, and the only sales 
are to voluntary applicants. Naturally, these volunteers 
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do not appear unless they have reason to believe from 
their excellent health and favourable family history that 
they may reasonably expect to live to be ninety. With 
rates calculated on normal mortality, but with such a 
selection of lives running against it, it is impossible for a 
company to make money or break even on such business. 
The situation is the same as if life assurance policies 
were only sold to those momentarily in expectation of 
death. 

There are a great many people to whom annuities 
would strongly appeal if they knew more about them. 
There are a great many others who would be wise to place 
a proportion of their capital in an annuity to guard against 
the vicissitudes of fortune. The present trouble is that 
the incontestable arguments in favour of annuities in 
the case of such individuals have to be brought to their 
attention, and they have to be “ sold ’”’ on the idea with 
the same vigour and salesmanship ability as in the case 
of life assurance, and so far this vigour and salesmanship 
have not been applied. It has probably escaped the notice 
of very few readers, however, that the Canadian life 
assurance companies who operate in this country are very 
much alive to this situation and are taking steps to meet it. 

The Press contains almost every day a reference to 
some trivial estate left by a man who was at one time 
rich. One such estate offered for probate recently 
amounted to {10; but in 1907 its former owner had an 
annual income of £22,000. He lost his capital in specu- 
lation ; but if before risking it he had taken, say, one-fifth 
of it and purchased annuities, his old age would have 
been comfortable and his life probably would have lasted 
longer. As it was, he lived on his children during his 
last few years. A happier case is reported from America. 
A young man under thirty began to speculate. Either 
through good luck or brains he accumulated two million 
dollars in a short time. His father, who lived in Cleve- 
land, heard of this good fortune and hurried down to 
New York to see his son. He asked the boy what he 
was going to do with the money. 

“T am going to take this two million, father, and run 
it up to ten,” said the boy. “I have found out how to 
do it now.” 

“No you won't,” said the father, who was himself 
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only fairly well-to-do. ‘‘ You are going to take one 
million and buy an annuity with it, and then you can do 
what you like with the other million.” 

The boy protested furiously at this ridiculous way of 
using the money, but in the end he did as his father 
commanded. Six months later the million which had 
been left loose had been lost in the stock market from 
whence it had come, but the million which went into 
an annuity will continue to supply that lucky young man 
with a large income even if he lives to be a centenarian. 

One reason why the development of annuities has been 
slow in Great Britain is the wholly indefensible tax 
situation in relation to them. The only example of a 
genuine capital levy at present existing in the laws of 
England is the tax on the income from annuities. This 
has often been pointed out, but the tax remains. It is, 
of course, a confiscation of part of the principal as long 
as the annuitant has received less from the assurance 
company than he has paid for the annuity. The rule 
laid down by the United States Treasury Department is 
the equitable and proper one, and it will doubtless be 
eventually adopted in this country. Itis this: Annuities 
shall be tax free until the total capital sum paid for them 
shall have been returned to the annuitant; after that the 
income shall be taxed at the full rate for unearned income. 

There are innumerable good stories told about 
annuities. ‘‘ Annuitants never die ”’ is the firm conviction 
of every actuary, and the records of some of them make 
this seem quite understandable. Nothing else has ever 
been devised which brings such complete peace of mind 
to an individual. Worry kills, but annuitants have few 
worries. Rather the worry is on the part of those around 
them, who fear death may cut off an income and therefore 
take the greatest care of the annuitant’s health. There 
are thousands of people who could, if they would switch 
their capital or a part of it into an annuity, enjoy a larger 
return with no possibility of loss and a much more 
comfortable life in their retiring years. The situation 
presents a notable opportunity for progressive life 
assurance companies, 
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1 Where possible the figures are taken from returns issued for the ta 

2 Excluding a small amount held in the Banking Department. 

3 Apart from an unascertainable amount of gold not appearing sep 

4 Up to April 1927 the figures include gold, both “ available ” and “1 
June 1928 give the total gold holding in one amount. 

5 Gold and silver holdings. 
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1 Monthly averages, nine banks. % Average of four or five weekly returns. 3% The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker's 
Diary,” Dec. 1928 issue.) Total note issue, less notes in Banking Department, and (prior to Nov. 22, 1928) 
sess notes in Currency Note Reserve. 
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| Total Abroad 
a 
1255 8 “9 1: 6- ‘1 
195 0 7 1: 6- 2 
12-4 ‘8 3-1 1° 6: *2 
12:4 “6 *2 1: 6° 3 
12:9 3 3 ‘0 2: 7° “5 3-0 
12-7 3 “4 1 2. 7: 5 3*1 
12-7 3 6 - 2° yy “5 3°2 
12-7 8 “9 “1 2: 7° 6 *2 
2-6 111+1 4°2 15°6 13-9 48°3 3-9 71 54-2 17°8 103-4 
341 121°2 4°2 15:7 14-0 48°3 4°9 7-1 54°6 18°6 103-4 
$+] 124°3 4:2 18°8 14-0 48-2 4-9 7°2 54°6 18°6 101°5 
3-0 129°8 4:2 18:9 14°3 49-9 4°9 7-2 54-6 18°6 101°5 
3:0 | 183-6 4:2 18:9 14-3 60°2 4-9 7:2 54°6 20°5 101°5 
3:0 133-6 4:2 18-9 14°3 50-2 4°9 7°3 54:7 19°1 101°5 
30 131-3 3°6 18-9 14-3 50-2 4.9 7°3 55°3 19-1 101°5 
2.9 126°3 6-9 19-0 14°4 50-2 4:9 73 55-4 19-1 101-5 
2-9 86-4 2-9 19-0 14-4 50-2 4-9 6-3 55-4 19°7 101°5 
9 | 86-4 2-9 19-1 14-4 50°2 4°9 6:3 55-6 19.7 101°5 
2g | 97°6 4:9 20-1 14°5 50-2 4-9 6°3 55°8 19°7 101°6 
+9 | 105-2 7°3 22-3 15-0 50-2 4-9 5-8 55°8 20-1 101°7 
3 | 106°9 7°3 26°5 15°3 50°2 4-9 5-8 55°9 20°1 101-7 
3 | 108-3 7°3 29-2 15°7 51°6 4-9 5:8 56°0 21:1 101°7 
+3 | 1091 7°3 29-2 15°7 62°4 4:9 5°8 56:1 21-2 101-7 
+9 109°9 7°3 29-7 | 5:8 22°3 101°7 
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1926 
SEPTEMBER 1-8 1-6 + +2 2-5 1-0 + 1°5 3°6 
OCTOBER .. 3 4°3 — 3:5 3:5 4°4 - ‘9 3-6 
NOVEMBER 2-6 2-0 + °5 3°8 5-1 — 1-2 3°6 
DECEMBER 1-0 2°6 — 1°6 3:0 3°38 —- 8 3-6 















1927 







SEPTEMBER 2-5 3-3 — 8 1°7 1-6 + *2 3°6 
OCTOBER .. 1-9 1°2 + °*7 1:3 1:0 + 3 3°6 
NOVEMBER “5 1‘7 —- 1°2 3-1 4°5 — 1-4 3°6 
DECEMBER ‘0 1-4 + 1°5 1-9 2-2 —- 2 3-6 








1928-29 





SEPTEMBER 1-9 6°7 — 4:8 4-0 5:8 — 1'9 3°6 
OCTOBER .. 1-0 6:2 — 52 3°3 9-4 — 61 3°8 
NOVEMBER 2-1 7°2 — 61 4-6 8-6 — 4:1 3°7 
DECEMBER “5 71 — 6°6 3-7 5-2 — 1°6 3°7 
JANUARY .. 2-7 2-9 — 2 2-4 5°7 — 3:3 3:7 
FEBRUARY 1°6 3-1 — 1:4 2°5 4-4 — 1:9 35 
MARCH .. 2-7 1-0 + 17 5-3 1-6 + 3-7 3-7 
APRIL ee 5-1 “4 + 4+7 3-3 8 + 2-6 3°7 
May “ 5-2 *2 + 5-0 5:8 1:0 + 4°9 3°8 
JUNE es 1°6 8-7 — 71 4°3 8-2 — 3-9 3°6 
JULY seth 4°1 18-5 —14°3 4°6 20-6 —16-0 3°8 
AUGUST .. 3-1 9-7 — 6°6 3°5 12-2 — 8:6 3-8 
SEPTEMBER 1°6 7:2 — 5°6 3°38 8:5 — 4°7 3°6 
OCTOBER .. 5:4 4°0 + 1°3 5-9 5°5 + 4 3°38 
NOVEMBER 5:7 3°4 + 2°3 74 5°72 + 1:7 3°7 








1 Figures compiled from daily bulletins of the Bank of England. 
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Discount Rates Treasury Bills 
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Table V 











NEW YORK MILAN BERNE MADRID 
StoL£ Lire to £ Fr. to £ P’tas to £ 


——$ 


25°2215 


VAROf EXCHANGE... .. 45665 252215 








1926 
SEPTEMBER ee ee 4°8549 . ° 25-120 31-883 
OCTOBER oe ° -8503 ° ° 25-120 32-122 
NOVEMBER oe ° *8490 . ° 25-142 31-993 
DECEMBER oe ee *8512 *92 . 25-107 31-835 


1927 
SEPTEMBER ° . *8633 ° 9- 25-219 
OCTOBER es ae -8700 - . 25-249 
NOVEMBER ae ‘a +8733 ° . 25-271 
DECEMBER oe ‘ +8825 ° . 25-277 


1928-29 
SEPTEMBER 
OCTOBER.. 
NOVEMBER 
DECEMBER 
JANUARY 

FKBRUARY 
MARCH 
APRIL 
May 
JUNE 
JULY 
AUGUST .. 
SEPTEMBER 
OOTOBER 
NOVEMBER 


*8508 ° » 25-200 
+8498 . : 25-200 
-8494 ° . 25-190 
+8526 . ° 25-177 
8503 . 92- 25-207 
+8525 ° f 25-231 
*8529 “2 2° 25-230 
+8534 . 

“8511 

*8485 

*8511 

+8487 

+8485 

+8698 

-8778 


Re ee ee ee ee 


WEEK ENDING: 
DECEMBER7 .. y . 35-011 





1 The old parity of 25-2215 ws} sbandc 
2 The old parity of 25°2215 wa} sbandc 
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Table [V—cont. 
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Per cent. Per cent. Per cent. Per cent Per cent. Per cent. Per cent. Per cent. Per cent. 
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| 
4 | f Bh 8t 3} 33% 7} 7k 5} bf 
3 | 5 5 ts . 3} 3} 7h 74 64 5a? 
6 6 St St 3h 3h 7} 7k 5 51 
5 | 6 St 93 3h 331 ut 7h2 5h oH 
1 | 6 5 ty 73k 3 34} 7 7 5} of 
3 | 6 Si 543 3h 3} 7 7h 5h 5A 
8 6 bi 612 3h 3} 7 74 5h St 
4 | 6 45% 5x 3} 3} 7 7t 54 Be 
9 | 5 4H 6 3h 3} 78 Tis 5k if 
1 | 3 4t 6 34 at 7 6% 5 483 
6 | 4) 44] 53h 3} 3 7 6 433 4\4 
5 | 4 331 43; 3} 3h 7 6h 4} 4,3 
6 | 44 3h} 4} 3} 34 7 6;2 4} 3H 
5 4t 3% 4} 34 34 7 7 44 334 

| 
ail i. a. 
of y Bills, are averages of daily rates. 








WEXCHANGES Table V—cont. 











AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE RIO DE BUENOS AIRES 










JANEIRO 
Fl. to £ Rmk. to £ Kr. to£ d. per Rupee d. per Yen. d. per Milreis d. per Gold Peso. 











47°58 









. 7 45-610 

12°124 20-378 18-147 17-892 24-065 6-914 45-899 
12-125 20°415 18-169 17°844 24-301 6-402 45°742 
154 . 2 5: 46-163 










5 47-942 
5°910 47-804 
5-889 47-845 
| 5:905 47-810 













47-339 
*918 47-339 


ANA onan anna aac 






12-093 20-382 














abandoned as from June 25, 1928. 
oned as from December 22, 1927. 
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House. 3 Total clearings (London “ Country” 
application of Board of Trade index number of wholesale prices 


weekly returns. 





1924 = 100). 
5 Reprinted by courtesy of the London and Cambridge Economic Service. 


and Provincial) adjusted, for comparative purposes, 
4 Average of four or five 





Table VI BRITISH TRAjp INDI 
COAL PIG-IRON STEEL mon a ST 
[ 
1 Exports 2 : 
Production (including Number of Production Production Imports 
Coke) Furnaces in 
Millions of Millions of Blast Thousands of | Thousands of Thousands 
Tons Tons Tons Tons of Tons 
= es - = ee ee en Pe a a 
1926 
SEPTEMBER... ee _ 0-0 5 12 96 446 
OCTOBER . ee —_ 0°0 5 13 94 398 
NOVEMBER .. oe ee ee oe ee 0-0 7 13 97 423 
DECEMBER .. ee ee ee oe 17-2 1°6 78 98 319 517 
1927 
SEPTEMBER. . 19°5 4°6 160 591 77 $12 
OCTOBER . 19°8 4°5 162 596 699 336 
NOVEMBER. . 19°6 4-4 155 576 699 285 
DECEMBER... 20°6 4-2 149 559 605 281 
1928-29 
SEPTEMBER. . 18°8 4°3 131 504 719 184 
OCTOBER .. 19-0 5-1 136 544 756 261 
NOVEMBER .. 19°3 4°6 135 544 762 233 
DECEMBER .. 19-9 4°5 132 540 683 184 
JANUARY . 21-0 4°9 139 564 765 244 
FEBRUARY .. 21°5 4:2 140 520 775 160 
MARCH 21-5 5-1 145 590 860 182 
APRIL 19°5 5.0 152 611 809 262 
May 20°3 5°6 159 655 844 257 
JUNE P 19-9 5°2 165 658 831 234 
JULY ee 18-9 6°3 167 672 805 237 
AUGUST 20:3 5°3 170 682 753 255 
SEPTEMBER ee ee ee 20-4 5:6 168 665 848 229 
OCTOBER .. ee ee ee ee 20°6 6°2 166 689 890 248 
NOVEMBER .. ° oe 21°3 5°8 163 631 815 250 
i Total for four weeks, 2 Returns issued ype National 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
1 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT . 
4| Index of 
2 | Percent- | Numbers Produc. 
Imports | Exports | Re-exports}; London [Provincial Total Compar- age of on Live tion 
“Country” able Total| insured Register 
persons 
£ £ £ £ £ unem- 000’s 1924 = 100 
millions a i | ution millions | millions | millions millions ployed omitted 
1926 |. 
SEPTEMBER | i01°7 50°7 8-1 8-2 4°8 13-0 14-4 13-7 1,543 57°3 
OcTOBER 111-0 53-2 10°4 9°5 5:3 14-7 16-6 13-6 1,536 
NOVEMBER 113-3 53-1 11-0 9°3 5°3 14°6 15-9 13°5 1,537 69°7 
DECEMBER 113°3 49-7 11°5 9°5 5°5 14°9 17-0 11-9 1,394 
1927 
SEPTEMBER | 101°4 60°6 8-1 8-9 5-1 14-0 16-3 9-3 1,056 105°9 
OCTOBER 105-0 61-2 9-4 10-1 6-0 16:1 18°+8 9°5 1,080 \ 
NOVEMBER 107-4 70°6 10°6 9°8 5°7 15°5 18-3 9-9 1,127 107°4 
DECEMBER 105°4 58-8 10°3 9°8 5:7 15°6 18+4 9-8 1,125 |J 
1928-29 
SEPTEMBER 87-7 56°6 6-9 9-1 4:9 14-0 16-9 11-4 1,303 95°4 
OOTOBER.. 102-7 64-3 8-9 10-2 5°4 15°6 18-8 11°8 1.339 |) 
NOVEMBER 106-9 63°8 10°8 9°8 52 15:0 18-1 12-1 1,364 7 2 
DECEMBER 101°5 60-4 9-1 10°2 5°8 16-0 19°+3 11-2 1,366 
JANUARY 116-1 66°9 9°8 10°4 5°5 15°9 19-1 12°3 1,427 |) 
FEBRUARY 91-3 55°7 10°3 9-8 5°7 15°6 18-7 12-2 1,390 108-3 
MARCH .. 98-6 58-6 10-0 9-9 5-6 15°5 18°4 10-1 1,243 
APRIL .. 104-2 60-2 10°4 10°5 5-3 15°8 19-0 9-9 1,159 
May ee 103-5 67-4 10°5 10-0 4-9 15-0 18-3 9-9 1,123 111-0 
JUNE ee 91°5 49-9 9°6 9-8 5-1 14°8 18-2 9-8 1,113 
JULY ° 93-6 66°5 8-0 10-3 h-4 15:7 19-0 9°9 1,140 
AUGUST .. 101-0 63-0 9-0 9°4 4-7 14:1 17°3 10:1 1,162 107°4 
SEPTEMBER 98-4 55°1 6-7 9-3 4°8 14:1 17-2 10-0 1,159 
OCTOBER... | 110°3 64-6 9-1 10°3 51 15°5 18+9 10-4 1,218 
NOVEMBER 108-2 63-1 8-2 10-1 5-1 15-2 18-9 11-0 1,268 
1 Daily averages based on weekly or monthly returns, om Country ” clearings at ‘London Clearing 
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D INDUSTRY Table VI—cont. 











































































EL IRON 8 eS THE MANv. MACHINERY COTTON WOOL 
a Exports of Exports of Exports of Exports of Exports of 
‘tion Imports Exports Imports Exports Yarns Piece Goods ‘ops Wool and Wool and 
Worsted Worsted 
Yarns Tissues 
rds of Thousands | Thousands £ # Millions of Millions of Millions Millions Millions of 
6 of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
a | 
446 160 938 3,470 12-1 311°7 2°8 3-1 12°3 
398 194 1,024 3,956 13°5 307-7 3°5 3°8 11-7 
423 166 1,177 3,998 15°3 277-6 3:0 4-1 13°3 
617 159 1,129 3,880 14°8 239°8 2-4 3°6 12°5 
$12 385 1,309 4,291 15°8 339-0 3:1 4:4 14-4 
$36 385 1,244 4,503 15°3 312: 4:0 5-1 13-1 
285 399 1,360 5,440 17°4 402-2 3°4 5°2 16-4 
281 352 1,359 4,186 14°5 290°6 2°9 4°5 15-0 
184 295 1,231 3,688 11-2 298-2 2°3 3°3 12:8 
261 377 1,488 4,402 15-1 334-0 2°65 4°5 12-7 
233 399 1,422 4,651 15°4 331°4 2°38 4°1 12°5 
184 359 1,235 4,499 13°2 290°5 2°5 3°4 12-4 
244 421 1,627 5,078 16°9 379°3 3-1 3°6 13°6 
160 330 1,235 4,108 13°7 326°1 2°5 3°0 14°6 
182 350 1,444 4,154 13-5 334-0 3-2 3-3 12-1 
262 340 1,574 4,151 13°1 349-4 2°4 3:0 9-5 
257 443 1,802 5,528 16-0 321-4 3°4 4°7 11-3 
234 307 1,695 3,794 12°3 223-9 2-1 3°4 10-2 
237 376 1,687 5,066 15-0 355-4 2-2 51 17°5 
255 358 1,728 4,421 15°3 321°3 2°8 4°9 171 
229 299 1,460 3,768 10°2 237°5 2°8 3°7 11°3 
248 390 1,724 4,803 13-5 265°8 3-3 4°5 isl 
250 383 1,531 5,079 12°5 284°0 2-9 4-1 10°8 
sued by » Nation: ul Fede ration of Iron and Steel Manufacturers. 
Table Vit COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE 
< Wholesale 1 | Wholesale | Wholesale} Cost of | Wholesale} Cost of 
pei Cost of (Depart. (Reichs- Living (Statis- Living 
‘ . Living mentof bord) (Reichs- tique (Statis- 
Board of | “‘ Statist’’ | ** Econ- (Ministry | Labor) bord) | Générale) tigue 
00 Trade omist”’ jof Labour) Générale) 
July 3 1913/14 July 
1913= 100] 1913 = 100 | 1913 = 100 | 1014 = 100 | 1926 = 100 | 1918 = 100 = 100 | 1913 = 100 | 1914 = 100 
| 
; 1926 
SEPTEMBER | 150°9 150°6 153°6 174 99-7 134-9 142-0 786-9 539 
OCTOBER.. 152-1 154-1 154-2 179 99-4 136-2 142:2 751°5 
NOVEMBER | 152-4 153°9 151°3 179 98°4 137-1 143°6 683°8 
DECEMBER 146°1 145°3 145°1 175 97°9 137°1 144°3 626°5 545 
1927 
SEPTEMBER | 142-1 142-9 143°4 167 96°5 139-7 147°1 600°4 507 
OCTOBER... | 141°4 141-9 142°5 169 97-0 39-8 150-2 587-0 
NOVEMBER 141°1 142°9 143-1 169 96-7 140°1 150°6 594°3 
DECEMBER 140°4 142°8 141°9 168 96°8 139°6 151°3 603°9 498 
1928-29 
SEPTEMBER | 137°6 137°4 137-5 166 100-1 139-9 152°3 619-9 519 
OCTOBER.. | 137°9 137°4 136-9 167 97°8 140°1 152-1 617-0 
NOVEMBER 137°9 138-7 136-9 168 96°7 140°3 152°3 625-7 
DECEMBER | 138°3 | 138-7 136°5 167 96°7 139-9 | 152-7 | 623-8 531 
JANUARY.. | 138°3 137°6 136-1 165 97°2 133-9 153-1 630-6 
FEBRUARY 138-4 141-3 137°3 166 96-7 139°3 154-4 633°5 
Marcn .. | 140-1 141-8 138+1 162 97°5 139-6 | 156-5 | 639-4 547 
APRIL -- | 138°8 137-1 135-0 161 96-8 137°1 153-6 626-7 
May ee | 185°8 132-9 131°5 160 95-8 135-5 153-5 22°8 
JUNE e- | 135°6 133-0 131-7 161 96-4 135-1 153-4 610-0 556 
JULY oe 137-4 135-4 134°6 163 98-0 137°8 154°4 613-0 
AUGUST .. 135°9 134-0 134°5 164 97°7 138-1 154-0 596-4 
SEPTEMBER | 135-8 132-5 131-9 165 97°5 138-1 153-6 597-3 555 
OCTOBER.. | 136°1 130-7 129°6 167 96°3 137°3 153-5 589°5 
NOVEMBER | 134-0 126-9 167 135-4 583-7 








1 The indices, which are for the ist of the month, are entered for the previous month to 
facilitate comparison. 

2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 
are not strictly comparable. 





Bank Meeting 


Hungarian General Creditbank, 
Budapest.—A Meeting of the Board held 
on November 21 took, with the deepest 
regret, notice of the retirement of Count 
Anthony Cziradky, Chairman for many years 
past, who has declared his unalterable 
decision that, owing to his state of health, 
he was unable to keep in suspense any 
longer his former resolution of resigning his 
Chairmanship. The Board voted warmest 
thanks to Count Czirdky for the activity he 
has developed for many years past to the 
benefit of the Bank. Mr. Julius Klein said 
that, with a view to make a reorganization 
of the Board possible, he has decided to 
tender his resignation from his post as a 
Vice-Chairman. The Board, fully appre- 
ciating Mr. Klein’s valuable services, has 
accepted his decision with regret and, upon 
his proposition, elected Baron John Harkanyi 
Chairman, and both Count Joseph Mailath 
and Mr. Lewis de Neurath (Head Managing 
Director of the Oesterreichische Credit- 
Anstalt fir Handel and Gewerbe) Vice- 
Chairmen of the Board. 

The Board further asked General Manager 
Dr. Tibor de Scitovszky, whose term of 
appointment is going to expire with the 
next General Meeting, to continue retaining 
his office as General Manager; Dr. de 
Scitovszky has declared himself ready to 
comply with this request. Finally the Board 
has taken notice with satisfaction of an 
arrangement having been made with Baron 
Paul Kornfeld, according to which he will, 
in his capacity of an Administrateur Délégué, 
devote himself more intensely to the affairs 
of the Bank. 
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changes_ since 
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Over 2,000 
last year. 
American Handbook is_ the 
indispensable Annual for 
all interested in South 
and Central America. 


COMPREHENSIVE, COMPACT, 
RELIABLE, UP-TO-DATE 


Order through Booksellers 
or 


TRADE anp TRAVEL 
PUBLICATIONS, Lrp. 


(South American Publications) 
14 Leadenhall St., London, E.C.3 


THE UNION BANK 
OF AUSTRALIA, L”? 


Established 1837 Incorporated 1880 


Grate heey pray one pet .. £12,000,000 
pit Pp id ? 

Reserve Fund .. 4,850,000 ; Tosether 8,850,000 
Reserve Liability of Proprietors 8,000,000 


DIRECTORS. 
The Hon, E. W. PARKER, Esq., Chairman, 


The Rt. Hon. Lorp BRIGADIER - GENERAL 
Epury, D.S.O., M.C. ARTHUR MAXWELL, 


Huon D. Frowse, Esq. C.B., C.M.G., D.S.O. 


The Rt. Hon. Lorp ROBERT C, NESBITT, 
HILLINGDON. Esq. 


Sir Matcotm Hocc. FREDERICK G. PARBURY, 
SOMERVILLE R. LIvING- Esq. 

STONE - LEARMONTH, ALFRED W. TURNBULL, 

Esq. Esq. 
Head Office:—71 CORNHILL, LONDON, E.C.3 

Manager—W. A. LAING. 
Assistant Manager—G. S. GODDEN. 
Secretary—F, H. MCINTYRE. 


BRANCHES THROUGHOUT AUSTRALIA AND 
NEW ZEALAND, viz. : 
In Victoria, 51; in South Australia, 15; in New South 
Wales, 55; in Western Australia, 25 ; in Queensland, 18 ; 
in Tasmania, 3; in New Zealand, 49. Total, 216. 


Drafts upon the Branches are issued by Head Office, and may 
also be obtained from the Bank's Agents throughout England, 
Scotland, and Ireland. 

Commercial and Circular Travelling Credits issued available 
throughout the world. Telegraphic remittances are.also made. 

Bills on the Australian States and Dominion of New Zealand 
are purchased or sent for collection. 

Deposits are received at Head Office at rates ot interest and 
for periods which may be ascertained on application. 
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Oscar Lines, Esq. 
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D. Geppir, Assist. Manager. G.S. Kerr, Accountant 
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(Sydney, N.S.W.) and Branches. Makes Mail and Cable 
Transfers, Negotiates and Collects Bills of Exchange. 
Arranges Wool and other Produce Credits. Receives 
Deposits for fixed periods on terms which may be 
known on application; and conducts every description 
of Australasian Banking Business. 


London Oftice: 


29 THREADNEEDLE ST., E.C.2 
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BOLIVIAN SUPPLEMENT 






Economic and Financial Situation 
of Bolivia 


Introduction 






S is to be expected, there are still a few failures to 
A record in the financial situation of the country 

owing to the period of definite improvement having 
only recently commenced, and due to the fact that the 
traditional imperialism of the administration with its 
vicious administrative practices has not yet given way 
before the technique of the new organization. Never- 
theless, the Treasury is now almost free of the serious 
obligations previously contracted, and it can be said 
to-day that orders for payment of legitimate credits are 
promptly liquidated: that the laws for the making up 
and carrying out of the National Budget and the 
regulations regarding the collection and deposit of taxes ; 
and the rules for the examination and liquidation of 
accounts, have all worked almost in a miraculous manner 
for the benefit of the Exchequer. 

The Budget for 1929 was framed on a frank and true 
basis, and the Executive Power, in its desire for the 
welfare of the nation, abstained from voting expenditure 
which was not covered by income. The separation of the 
spending departments from the collecting departments 
has produced great advantages, including the division of 
work, clearness in results, better control of offices, and 
exact checking of accounts. 

To-day there exists on the one hand the Compaiiia 
Recaudadora Nacional (National Collecting Company) 
charged with the management and liquidation of fiscal 
taxes, and on the other hand the Contraloria General 
(General Control Office) which is charged with centralizing 
the collection and the payment of the services through 
the intermediary of the Treasury and the Banco Central. 
The Recaudadora controls the Customs House income 
and Fiscal income, which was previously collected by 
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the Oficina de Impuestos Internos. The Contraloria sees 
that the general regulations for the payment, collection 
and investment of the national funds are properly 
executed, and publishes statements of figures in a clear 
and concise manner, showing the operations of income and 
expenditure. 

The Banco Central is the custodian of the national 
funds, and also the Agent of the Treasury for receiving 
and effecting payments on account of the Government. 

The Budget for the present fiscal year estimates 
ordinary income at Bs/46,983,672.18 and authorizes 
expenditure for the different administrative services of 
Bs/46,927,457.58, leaving a surplus of Bs/56,214.60. 
Up till the present all expenditure has been met, and the 
national credit has been maintained in a manner befitting 
a sane and orderly Government. 

The provisional Budget returns for June 30 last show 
the following results :— 


INCOME 
Bs. 
National Property oa ite a os we 780.74 
National Services ... aves — ore eee a 463,362.06 
Direct and Indirect Taxes ois “— ind ..- 16,930,604.56 
Sundry Income me ‘bi 762,745.26 





Total i ne .. Bs. 18,157,492.62 


EXPENDITURE 
Bs. 
Legislative Power Services -— ~ ve wi 321,626.70 
Judicial Power Services ... aa sin an sai 529,877: 26 
Executive Power Services _ de an ...  8,047,718.60 
Incorporated Expenditure sae bas ve .» 7,748,488 .61 
Total oe wis .. Bs. 16,647,711.17 
Surplus of Income over Expenditure ... oss Bs. 1,509,781.45 








Our internal estimates are completely covered, and 
our foreign obligations are honoured with rectitude, an 
appreciable sum still remaining. Various reforms in the 
system of taxation have been responsible for this 
favourable result. The Customs income, a very important 
factor, is regulated by orders based on principles of 

















SITUATION IN BOLIVIA 101 


undoubted efficiency and practically all contained in the 
two fundamental laws of that service—La Ley Organica 
de Aduanas and the Arancel de Importaciones. The 
Arancel is prompted by a purely fiscal standard, and 
takes into account the protection claimed by our young 
industries. 

The Ley de Impuestos Cedulares taxes income, 
salaries and pensions, income from floating capital and 
profits of commercial and industrial businesses. The 
““Ley de Impuesto Complementario sobre la renta 
global”’ applies progressive tariffs on scheduled profits. 
These laws place the prosperous development of the 
country on a firmer basis and divide the State charges 
more justly, so that each citizen pays according to his 
capacity. 

The economic situation, though obscured by the con- 
stant fall in the price of tin, a staple product, is hopeful on 
the part of our manufacturing and agricultural industries. 
The demand for foreign articles is steadily diminishing, 
due to the tendency to supply ourselves with articles of 
national production. Progress in the creation of public 
wealth and the establishment of a permanent favourable 
economic balance is balanced by progress in the opening 
of new roads for our future commercial circulation and 
for our future political and social, economic and financial 
well-being. In addition there is the certain prospect of 
the output of the Bolivian oil-fields wil! exceed by many 
times the mineral products of Bolivia, which are now 
being worked out or have suffered serious falls in value. 


The expenditure of our Treasury, if it has increased 
in almost fantastic proportions, is being well applied for 
the development of the country: roads and railways 
have been and continue to be built and the sanitary 
and health needs of the towns and villages are being 
attended to. Also adequate provision is being made 
for the service of the national debt, which imparts 
steadiness to our internal credit and in other ways 
assures the success of our international finance. 


The gold currency is to-day more solid than ever: 
the Banco Central has in gold and gold exchange, 
sufficient metallic backing against its notes in circulation 
and deposits and, further, has sufficient reserves to adjust 
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the provision of currency to the varying demands of 
commerce. 

Our economic financial independence is, therefore, 
showing itself in outstanding ways. Correct budget 
foresight, efficient administrative organization, stimulus 
of national production, methodical and scientific develop- 
ment of taxation and protection for capital and labour 
are the elements calculated to co-operate for our increasing 
prosperity and future well-being. 


CHAPTER I 
OBLIGATIONS OF THE NATION* 
PUBLIC DEBT 
The Public Debt of Bolivia, adhering to the classifica- 
tion adopted throughout the world, is divided into three 
large groups: “‘ External Debt,” “ Internal Debt” and 


“ Floating Debt.” 

In the first category there have been grouped all the 
obligations contracted by the Republic under the different 
laws authorizing the placing of external loans, national 
and departmental, these being divided according to their 
destination into two classes: (a) Direct obligations of the 
Republic represented by bonds sold abroad and the service 
of which is secured by national revenues and taxes; 
(b) Indirect obligations of the Republic, likewise repre- 
sented by bonds sold abroad and the proceeds of which 
was expended in departmental or municipal public works, 
the service on which is covered by taxes and revenues of a 
local character. 


* Being a summary of the 6th annual report of the Fiscal Permanent 
Commission for 1928-29, The Permanent Fiscal Commission, created by 
the Law of March 27, 1922, to supervise and fiscalize the collection of the 
national revenues, to draw tax claims and enforce the payment thereof, 
and to suggest and plan financial reforms in general, has amplified its 
duties and powers as a national organization purely administrative, in 
compliance with the Supreme Decree of June 13, 1923, charging it with 
the Inspection of Monopolies; the Law of November 30, 1923, conferring 
upon it the exclusive faculty to examine mining balance-sheets and to 
issue resolutions in first instance on the matter; the Law of April 27, 1928, 
vesting it to supervise the National Tax Collecting Company which receives 
the fiscal revenues; the Laws of April 27 and May 3, 1928, charging it 
with the general administration and supervision of the taxes on the income 
derived from personal services, capital investments and on real estate; 
the Supreme Decree of March 7, 1929, empowering it to consider all matters 
in connection with the defraudation of fiscal taxes, and to study and report 
on the proposals and contracts corresponding to the Department of Finance, 
through the Bolivian Member who is also a member of the National Bid 
Considering Board (Junta Nacional de Almonedas), 
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There are among the latter category the Chandler 
Loan, placed for account of the Departmental Treasury 
of La Paz for the construction of the Yungas Railroad, 
and the Ulen Loan for the sanitation of La Paz and Cocha- 
bamba. All of the other loans appertain to the category 
of direct obligations, due to their destination and also to 
the resources of a national character with which their 
service is covered. The origin of each one of these 
obligations, the application of their proceeds and all other 
data relating to their service could be found in detail in 
our former report. 

In the second category (Internal Debt), there are 
grouped all of the obligations contracted by means of 
the different issues of bonds which the Government had to 
make to cover the credits derived from accumulated 
deficits from the foundation of the Republic and the 
compensations and bonuses granted in connection with 
the wars of the Nation. There are also included in this 
group the bonds specially issued to pay the credits for 
transportation and for the construction of the Potosi- 
Cinti road. 

Finally, in the last group there are classified the obliga- 
tions constituting the Floating Debt, derived in their 
majority from indebtedness to national banking institu- 
tions for credits in account current and for time loans, 
including mortgage loans; therefore, this group should 
be called more properly “‘ Banking Floating Debt,” since 
it does not include the private or individual credits which 
are shown in part in the budget for “ expenses” and, 
besides, the salaries and expenses accrued for administra- 
tion services. 
SITUATION ON JUNE 30, 1929 

EXTERNAL DEBT 


1. Loan for Yungas Railroad 


1914, known as Chandler $ 
Loan ee or ais 1,485,500 
2. American Loan of 1922 ... 23,854,500 


3. Loan for Cochabamba- 

Santa Cruz _ Railroad, 

known as Dillon, Read 

Loan of 1927... sis 13,688,500 
4. Dillon, Read Loan of 192 22,875,500 





Total at Bs. 2.80... $61,904,000 Bs.173,331,200.00 
I 
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INTERNAL DEBT 


Bs, 

1. Internal Debt Bonds _.... 2,452,511.48 
2. Acre and Pacific Bonds ... I,509,500.00 
3. Acre Indemnity Bonds ... 277,908.50 
4. State Bonds of 1914 __—s.... 3,972,500.00 
5. State Bonds of 1924 ee 5,350,000.00 
6. Special Bonds of 1924 for 

the Bolivian Railway Com- 

pany 452,000.00 
7. Bonds for the Cinti-Potosi 

Highway ... eee sve 692,000.00 


ane 14,712,479 .98 


FLOATING DEBT 


Bs. 
1. Banks—Regular Account 3,907,583.70 
a. @ Time Obligations 748,145.27 
ae Mortgage Obliga- 
tions ... ton 464,306.05 


5,120,035 .02 





Total Government Obligations as of June 30, 1929 Bs.193,163,715.00 


The annexed statement corresponding to this chapter 
shows the details and conditions of the Public Debt on 
June 30, 1929. 

Comparing the balance as of said date, of... .-- Bs.193,163,714.00 
with that shown as of June 30, 1928, of ... oe 179,866,916.77 














gives an increase in the Government obligations of Bs. 13,296,798.23 


which is explained as follows : 





EXTERNAL DEBT 
which is explained as follows : 
The debit of this item as of 










July 1, 1928, was . ‘ $50,099,815.55 Bs.140,279,483.54 
The balance as of June 30, 
last, was... ‘ 61,904,000.00 173,331,200.00 








Increase ia ‘ie $11,804,184.45 Bs. 33,051,716. 46 


which is due to the addition of 
the External Debt of the 
loan authorized by the Law 
of June 21, 1928, for rom $23,000,000.00 Bs. 64,400,000.00 
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there having been deducted 
from this amount two semi- 
annual amortization pay- 
ments on the total of the 
External Debt and also the 
conversion of the Internal 
Obligations, 7.e. 











$11,195,815.55 





Bs. 31,348,283.54 








which corresponds to the 
above-mentioned increase 
OF sa per aed ‘aa $11,804,184.45 Bs. 33,051,716.46 
















INTERNAL DEBT 






This debit as of edind I, 1928, 







was .. .. Bs. 23,243,707.98 
The ints as of ‘Sonia 30 
last, were ... “0 -~ 14,712,479.98 





Decrease of ... ‘eh oe 60 eee«Ss«WSS. 937,298.00 


the detail of which is as follows: 


Issue. Amortization. 
Internal Debt Bs. Bs. 















Bonds... ... 10,800.00 54,538.00 
Acre and Pacific 

Bonds.. ais 223,822.00 
Acre Indemnity P 

Bonds .. - 29,800.00 
State Bonds of 

I9QI4 ... one 4,006,500.00 
State Bonds of 

1924 ... oes 4,159,600.00 





Special Baons for 
the Bolivian 
Railway Com- 
pany ... oon 22,200.00 


Bonds for’ the 
Cinti-Potosi 
















Highway 45,508. 
Bs. 10,800.00 Bs. 8,542,028.00 Bs. 24,520,488.46 
10,800.00 












Bs. 8,531,228.00 Bs. 24,520,488.46 








I 





2 
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FLOATING DEBT 
Debit balance as of July 1, 

























1928 ae Pre .. Bs. 16,343,725.25 
Debit balance as of June 30, 
1929 sea re 5,120,035.02 


Decrease oe wai Bs. I1,223,690.23 


This decrease is due to the payment of the obliga- 
tions detailed in subdivisions (e) and (f) of Art. 3 
of the law of June 21, 1928, out of a portion of 
the loan of $23,000,000. 

Total Increase sais sia “ne ... Bs. 13,296,798.23 





The interest and amortization service, as relating to 
the external obligations, has been met by the National 
Treasury with full regularity, the same having regretably 
not having been the case with the service of the Internal 
Debt, the payment of which is one semester in arrears, 
this being due to the difficulties of the National Treasury 
caused by the delay in the collection of the estimated 
income for the year 1928. 

The statement of the Floating Debt as of June 30, 
1929, contains the following detail : 


BANKS—REGULAR ACCOUNT 










Banco de la Nacion ... ... Bs. 1,209,599.70 
Banco Nacional de Bolivia ... 2,148,231.22 
Banco Mercantil _... oes 549,752.78 


Bs. 3,907,583.70 


TIME OBLIGATIONS 
Banco de la Nacion: 
Loan secured by drafts on 









the General Collecting Bs. 

Company axa Putt 85,000.00 
Ditto, State Bonds... 181,400.00 
Ditto, Custom -house 

building at Cochabamba 152,011.58 
Ditto, Post - office 

building at Cochabamba 41,530.64 
Ditto, at Santa Cruz 28,203.05 


Banco Nacional: Loan se- 

cured by part of the bank 

notes not presented by the 

public until December 31, 

1929... os oes ses 200,000.00 
Banco Mercantil, ditto ... 60,000.00 


Bs. 748,145.27 
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MORTGAGE OBLIGATIONS 


Mortgage Bank of Bolivia ..._ Bs. 253,877.14 
National Mortgage Bank ... 210,428.91 







464,306.05 






Total ... Bs. 5,120,035.02 









CHAPTER II 


FISCAL REVENUES 
THE BUDGET 


The Financial Law voted for the Fiscal year 1928, 

estimated the national revenues at__... . Bs. 51,897,187.00 
The actual income, according to approximate 

statements compiled by the Permanent Fiscal 

Commission upon the basis of data assembled 

from different sources, shows the amount of ... 44,676,087 .63 


















which shows a deficit of 





Bs. 7,221,099.37 






A comparative summary of the large income divisions 
in relation with the estimated amounts, would be as 














follows : 
Budget Estimate. Approximate 
1928. Income. 

(a) National Properties ... Bs. 4,273,500.00 Bs. 4,429,395.87 
(b) National Services _ 6,370,100.00 5,850,508 .68 
(c) Direct and Indirect Taxes 

and Duties according to 

the Customs Tariff sind 37,052,950.00 32,708 ,106.08 
(d) Sundry Incomes ... vi 4,200,637 .00 1,905,533-69 







Totals... on ... Bs. 57,897,187.00 Bs. 44,893,604.32 






The budget estimates for 1929 and 1930 are as 







follows : 
EXPENDITURES 
The budget expenditures for the year 1928 were 
estimated as follows ea .» Bs. 55,964,531.24 






The amount expended by the Treasury Depart- 
ment as per approximate statement, is estimated 
aor one éas ane one se és 54,477,519.65 










which would show a less expenditure of ... .. Bs. 1,487,011.59 








subject to decrease or increase at the final closing of the 
accounts of the Treasury Department. 
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Comparing the total income with the actual expendi- 
tures, the final result is as follows : 


Ordinary budget expenses ... si .» Bs. 54,477,519.65 
Collection of Taxes and other Revenues ... a 44,893,604. 32 








Budget approximate deficit “a .. Bs. 9,583,915.33 


The following is a summary of the Budget for 1929 
and 1930 :— 








REVENUE 

















1929. 1930. 

State domains -— — 37,231.99 Bs. 10,450.00 
State enterprises... 7 2,514,403 .57 2,702,235-00 
Direct and Indirect taxes ... 41,164,038 .82 41,436,469 .00 
Miscellaneous... ‘ae owe 3,267,997 .80 2,985,088 .00 



















Total ... + ... Bs. 46,983,672.18 Bs. 47,134,242.00 





EXPENDITURE 
1929. 


Legislation ... — nis eae ... Bs. 1,228,758.00 
Judicial Authorities .. “ iis a an 2,033,348 .00 
Executive Authorities i ies ey ai 22,645,994-94 
Total Expenditure ~— 21,019,292 .64 








Total ... on ae ios ons .» Bs. 46,927,393.58 





Total Revenue iia _ ‘ies _ .» Bs. 46,983,672.18 
Total Expenditure ‘t se in i 46,927,393-58 


Anticipated Surplus ... _ én son << 2 56,214.60 













The expenditure for 1930 has yet to be passed by 
Parliament. 






CONSOLIDATED DEBT 


















Fiscal 
Year. External Debt. Internal Debt. Total. 
Bs. Bs. Bs. 
1923 99,873,579 -85 13,517,816. 48 113,391,496. 33 
1924 103,196,700.00 20,647,355-98 123,844,055.98 
1925 97,278,840.00 21,368,175 .98 118,647,015 .98 
1926 92,587,827.75 21,352,375-98 113,940,203.73 
1927 129,465,563.40 22,317,139.98 151,782,703.38 


1928 175,826,000.00 13,724,769 .98 190,553,709 .98 
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FLOATING DEBT 


Fiscal Year. Bs. 
1923... we eee se ih ons ons 17,196,796.55 
ane nas a wai 14,217,489.97 


1924... 
1925... — sas a es ee we 16,158,720.98 
1920... oad a Kas ee sa ics 15,585,359-72 
5927... oe sai cA es isa oe 17,993,792-72 
1928... bes aoe since re oe sae 3:297,353-49 


NATIONAL TAX COLLECTING COMPANY 


The National revenues controlled and received by 
purely fiscal organizations, from November 1, 1928, so 
far as the internal revenue section is concerned, and 
from January I, 1929, in their aggregate and including 
customs, are collected, in conformity with the law of 
April 27, 1928, by a private organization constituted as 
a stock corporation with its own board of directors. 
Although the law provides that its staff is to be appointed 
by the Government according to the Constitution in order 
not to annul the jurisdiction conferred by law exclusively 
upon government officials, it has been decided that the 
lack of such appointment does not interfere with the 
discharge of the office, thus protecting a free selection 
which the new entity considers as a basic condition. 

The principal conditions of the organization of the 
company are the following: Capital, Bs. 2,500,000, divided 
into three categories of shares, 7.¢., 33.33 per cent. of the 
shares to be subscribed by the banks; 20 per cent. to be 
obligatorily subscribed by the Government officials, both 
categories being non-transferable; and the remaining 
46.67 per cent. to be offered to the public in transferable 
shares subject to market quotations. Six directors are 
appointed: two by the banks, two by the National 
Government, and two by the individual shareholders. 

On account of collections, the Company is to deliver 
monthly to the National Treasury a quota of Bs. 2,000,000, 
the balance to be adjusted each month. The advances to 
the Government are subject to 6 per cent. interest in 
account current. The Company receives from the 
Government a regular commission of I per cent. (one 
per cent.) of the total of the collections and an addi- 
tional commission of 30 per cent. (thirty per cent.) 
on the collections in excess of the amount received 
by the fiscal administration during the year 1927. 
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Should the regular commission of I per cent. be not 
sufficient, the Government will reimburse the difference 
until the minimum interest of 6 per cent. of the 
Company’s capital is covered. The Company may 
discretionally spend, charging to the Government’s 
account, up to Bs. 1,700,000 annually in such salaries, 
expenses, etc., as the conditions may require. The time 
limit of the contract is five years. 

The best results are predicted in the administration 
of this entity, and in our next report we will make 
reference to its work when we learn the balance sheet 
for the first year of its management to December 31, 1929. 
The new organic Customs Law, the customs tariff in force 
late in the year 1927, some taxes recently created and the 
increase in various taxation rates will necessarily cause 
an increase in the collections. 

The Company having not yet completed the organi- 
zation of its services, and as we have been unable to 
ascertain the final figures of the results of its management 
for the first half-year ending June 30 last, we are precluded 
in anticipating any opinion on the development for the 
current year. 

As the supervision of the Permanent Fiscal Com- 
mission subsists in accordance with the law creating 
the Company, neither the law of March 27, 1922, nor the 
contract of May 31, 1922, has been impaired. 


INCOME TAX 


The fiscal collections being made as above stated by 
the National Tax Collecting Company, it is the duty of 
the Fiscal Commission to supervise the correct receipt 
of the said revenue by means of the study of the tax 
returns, the examination of accounts and other means of 
investigation. 

The tax created by the law of May 3, 1928, so far as 
the income from personal services is concerned, has been 
in force for a period of seven months during the year 
1928 (June—December), and the same being a tax entirely 
new, both in its form and application, it was necessary 
for this office to pay preferential attention to it in order 
to make the collection thereof effective. 

The general tendency to avoid the payment of any 
tax and the deficient education of the people as regards 









| 
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the compliance with the legal provisions have been 
considerable hindrances against which the Permanent 
Fiscal Commission and the collecting offices have had 
to struggle. Through data assembled from different 
sources and by means of investigations made by this 
office, numerous cases of falsehood in the tax returns 
have been verified, apart from the fact that a considerable 
percentage of persons have not yet submitted their 
returns. 

During the seven months of the effectiveness of the 
law in 1928, the collections of the tax on the income from 
personal services amounted to Bs. 158,725.35 which 
shows that the yield for the whole year, in the same 
proportion, would have been Bs. 272,100.60. 

Under the law of February 5, 1929, which provides 
for the reduction of 50 per cent. of the credits granted to 
the taxpayers, the yield of the tax would have been 
increased, on the basis of the above figures, to the amount 
of Bs. 526,642.40. Such modification is in force from 
the month of March, and it may be expected that, due 
to the supervision steps taken by the Fiscal Commission, 
the yield for 1929 of this item will be larger than 
Bs. 600,000. 

The tax of 8 per cent. on incomes derived from 
capital investments has yielded Bs. 316,604.40 to the 
Treasury for the year 1928, it being opportune to note 
that a large portion of merchants and industrialists 
have applied for an extension of time to file their balance 
sheets and to make the respective payment of the tax, 
in conformity with the provision of Article 34 of the 
law of May 3, 1928; on the other hand, a large number 
of taxpayers who have filed their returns have paid 
but 50 per cent. of the tax corresponding to the year 
under review, the remaining 50 per cent. to be paid 
September first next as provided by the second part of 
Article 36 of the aforesaid law. The annexed statement 
shows in detail the movement of this income item. 

With reference to the complementary tax, we have 
to state that, due to the extensions of time granted to 
many persons comprised in the gross income, including 
the larger taxpayers, it is not possible to give a 
numerical data of the amount to be yielded by this 
item. The National budget for the year 1929 provided 
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as probable income the amount of Bs. 2,500,000 as 
total yield of the taxes created by the law of May 3, 
and it may be expected that the same amount to each 
figure once the term granted for the filing of returns 
and for the payment of the balance of the income tax 
expires. 


TAX ON INCOME DERIVED FROM PERSONAL 
SERVICES 
According to the records of the Permanent Fiscal 
Commission, there was collected during the seven 
months from June to December _ the 
amount of . _ on oes ‘ a oa 158,725 -35 


Taking this income as a basis, the annual _ 

would have been ... Bs. 272,100.60 
to which amount there is to be added 10 per 

cent. on account of taxpayers who did not file 

their returns in due time are roe at 27,210.06 








Total annual yield ... une - .. Bs. 299,310.66 


In accordance with the modifications provided by 

the law of February 5, and taking as a basis the 

returns filed up to date, for 1929, this tax will 

yield , Bs. 526,642.40 
which means that, due to the credits having been 

reduced to 50 per cent., the increase in this 

item will be ees ove eee eee eee 227,331 -74 


The number of taxpayers to date exceeds ten 
thousand, including professional persons and employees 
in general. 


REAL ESTATE 


The law of May 3, 1928, which creates a sole tax of 
4 per mille as a fixed rate on the sale value of real 
estate, provides the regulations to which the general 
valuation of real estate throughout the Republic shall be 
subject. 

Beginning the month of April, last, the Valuation 
Commission of the Department of La Paz has begun 
its work as an office annex to and depending on the 
Permanent Fiscal Commission. In the course of the 
month of July, the valuation commissions for the 
Departments of Chuquisaca, Cochabamba, Oruro and 
Potosi will be organized, the creation of the commissions 
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for the other departments remaining in abeyance until 
next year. 

Some groups of real estate owners have submitted 
applications for a modification of the law in question, 
under the erroneous understanding that the new tax 
is independent of the taxes which are at present imposed 
on real estate, without realizing that the taxation rate 
of 4 per mille includes all other national, departmental 
and municipal taxes. 

Once the valuation commissions have been fully 
organized and can begin their work under the scientific 
plan set forth in the law and respective regulations 
prepared in this office, it is expected that the valuation 
of the properties will be in accordance with the present 
actual value thereof, and the country may depend upon 
assessment lists approximate to reality and which may 
gradually become perfect in proportion to the endeavours 
and experience cf the commissioners and as the owners 
themselves understand that a valuation of this nature 
will inure to their benefit in a positive way. 


OTHER INCOME 


By the laws of April 27 and May 3, 1928, there was 
made uniform the taxation on all classes of income derived 
from capital investments such as dividends on com- 
mercial shares, interest on banking deposits, interest of 
bonds and debentures, etc., which are included in the 
General Budget under different items, separated from the 
income item, as dividends of corporations, mortgage 
cedulas and others, an increase in the yield from such 
items having been obtained as a result. 

On the other hand, revenues such as the Identity Card 
have yielded Bs. 28,001 as against the budget estimate of 
Bs. 700,000, a sum to which the yield will not amount in 
any future fiscal year ; the tax on mining profits, which 
having been estimated at Bs. 5,237,000, have yielded but 
Bs. 2,276,169.32, due to an optimistic estimate having 
been made of its outcome, and on account of the different 
mining enterprises inflating their capital in order to 
reduce the taxable amount; and the new item of income 
tax, in force from the month of June, covering income from 
personal services and all income shown since the enact- 
ment of the law (May 1928) from capital investments, 











114 THE BANKER 


which was established at Bolivianos 2,500,000, has 
yielded up to the computation referred to in the foregoing 
statements about Bs. 500,000 only, since the income 
subsequent to June will virtually not be included in the 
Government accounts as yield for 1928, since the fiscal 
year is closed on February 28. 

These practical and real demonstrations suggest that 
a more conservative financial policy should be followed. 
A minimum estimate of the yield from the revenue items 
would be the only way to avoid the shortages which, 
year after year, increase the deficit of the Treasury, which 
will require at the end; first, an increase in the floating 
debt and loans, and then, new loans, the proceeds of which 
will not be fruitfully expended. 


CHAPTER III 


INDUSTRIES 


Mining Indusiry.—From about the end of 1927 and 
during the year 1928 the quotations of mineral products 
sustained a fall in the world’s markets, and in the course of 
the first half-year of 1929, this industry, which is the 
chief one in Bolivia, has been confronted by a real crisis, its 
activity having undergone a remarkable depression. 

The production of tin being the principal source of 
the national wealth, any alteration in its quotation reflects 
in a decisive manner upon the economy of the Country. 
The mining districts, the development of which depends 
exclusively on the rise or fall in mineral prices, undergo all 
the severity of the crisis caused by low quotations, the 
results thereof reaching even the agricultural centres 
which, being the suppliers of the mines, suffer from the 
lack of demand for their products. The Government 
receives less income from mineral exportations as well as 
from the tax on mining profits, which are the chief 
income items. 

During the year 1928 the price of tin was steady at 
an average of {227 4s. 8d. spot and {225 18s. 5d. forward, 
a quotation which leaves little margin of profit to the 
small enterprises and means that the larger ones have 
spent more of their resources in order to maintain their 
production and obtain profits. 
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Notwithstanding this situation, tin production, as 
compared with that of 1927, was for 1928 as follows :— 


1927 1928 
Production... Kilos fine 39,473,000 52,286,000 
Exports... - 36,382,000 42,074,000 


the collection of export duties on exportation of this 
mineral having amounted to Bs. 7,134,083 in 1928, 
against Bs.9,475,865 in 1927. The result for 1928, which 
apparently does not show any difference with that of 1927, 
is due to the larger amount of mineral exported. 

Tax on Mining Profits——As stated in the income 
section, this item has shown a large deficit; the budget 
estimate of Bs. 5,237,000 has been reduced to an actual 
income of Bs. 2,276,169.32, which shows a less yield of 
Bs. 2,960,830.68. During previous years the income from 
this tax was as follows :— 


Bs. 
I1g25 ... in _ oan we —5,971,720.23 
1926 ... as wal sub ws  4,259,936.56 
1927 ... ses 3,083,779 -49 


The total profits of the mining industry and enterprises 
in 1928 amounted to Bs. 17,809,763.89 and the losses to 
Bs. 1,944,411.77, the capital invested having been 
Bs. 266,975,323.15. For 1927, the figures for the same 
particulars were: Bs. 25,616,628, Bs. 1,754,970 and 
Bs. 255,169,181 respectively. It may be seen at a glance 
that, owing to the tax being paid progressively in pro- 
portion to the profit and capital invested, in 1927 the 
profits were about Bs. 8,000,000 more, as against a 
capital Bs. 11,800,000 less; consequently, the yield of the 
tax has been reduced for the last year. 

It may be expected that the tin quotation will improve 
(although it is not possible to anticipate anything definite 
in the matter) thanks to the announced organization of a 
syndicate which may control the quotations upon the 
basis of a minimum rate; moreover, a prospective future 
is looked forward to in the mining industry, so far as tin 
is concerned, thanks to the proposed purchase by the 
“Patino Mines and Enterprises, Consolidated, Inc.” of 
the Williams Harvey foundry in Liverpool and of some 
mining properties in Nigeria, a fact which will permit that 
tin concentrates exported from Bolivia be smelted upon a 
more advantageous condition. 
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PRODUCTION AND EXPORTATION OF METALS DURING 
1928 

Production Exportation Valuein Assay Duties 

Minerals. Kilos Fine. Kilos Fine. Bolivianos. Per cent. Received. 


Tin «+s 52,286,000 42,074,176 89,710,125 52.60 7,134,083 
Lead... 18,370,450 12,705,383 2,820,483 72 8,328 
Copper ... 9,291,230 8,485,552 5,205,696 38 71,875 
Zinc -» 3,528,938 2,260,873 833,988 41 — 
Antimony 3,327,760 3,542,879 1,375,889 61 — 
Silver... 198,890 175,389 6,875,719 1.6 127,479 
Bismuth ... 129,840 136,110 1,164,307 54 26,828 
Wolfram... 18,520 17,5606 17,387 62 — 
Gold een 506 oz. 506 oz. 26,279 — 101 
Quicksilver 1,575 1,575 4,600 — — 


Petroleuam.—There will be started next year the 
operation of the petroleum fields by the Standard Oil 
Company of Bolivia, located in the departments of Tarija, 
Chuquisaca and Santa Cruz. The contribution which this 
industry will render to the national economy is of the 
utmost importance, and, although the same will be felt 
only after some years, the fact of production being 
started is of great value for the capitalists who are looking 
forward for a practical result, and this will also enable 
them to undertake the drilling of wells in the fields which 
have been selected through geological studies. 

The Standard Oil Company is owner in partnership 
with the Government of a surface of 994,456 hectares; 
it has 31 wells drilled as of January 14, 1929, of which, 
approximately, eight will begin to produce in a com- 
mercial way from January I, 1930; the company operates 
under a special contract dated July 25, 1922, as conces- 
sionaire of the rights of Richmond, Levering & Co., and 
the chief operating conditions are: 11 per cent Govern- 
ment participation on the amount of hydro-carbons 
extracted; term of contract 55 years; exemption from 
all taxes, except that on mining profits; and payment 
of duties on petroleum claims and other conditions in 
conformity with the law of June 21, 1921. The wells 
which will soon begin to produce are located at the south- 
east of the Republic, and, at present, steps are being 
taken for the transportation of the oil for the domestic 
consumption of the country and also for exportation, 
almost certainly through the Argentine Republic, by 
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means of pipe-lines connected with those which the 
Standard Oil Company has laid there, so that the oil 
may run towards both the railroad lines and the river 
Bermejo. The Standard Oil Company is required by 
contract to establish a refinery in Bolivia. 

There also exist various other concessionaires such 
as the French-Bolivian Petroleum Company, owning 
3,299,900 hectares; the Petroleum Community of the 
Chapare, 467,749 hectares; the Belgium-Bolivian group, 
582,000 hectares in the province of Caupolican, and various 
others. The capital invested up to date in the petroleum 
industry is estimated at Bs. 51,500,000. 

Other Industries.—Besides the industries existing in 
the country, the business and volume of which have 
undergone no alteration within the fiscal year under 
review, the Supreme Government has obtained the 
approval of two important laws protecting both the flour 
and the sugar industries, which are thereby nationalized. 
The laws provide certain conditions such as the progressive 
increase in the tax on foreign products and raw materials, 
exemption of taxes on machinery, fittings and material for 
the setting up of refining plants in the country, and other 
additional conditions which mean a real protection to the 
milling and refining industries and, chiefly, to agriculture, 
which will increase its products in order to supply the 
former. 

We should also mention the establishment of the 
National Weaving and Spinning Factory, which, by work- 
ing on the manufacture of cotton goods, will also promote 
the development of agriculture which is now embryonal. 
The condition of this plant, which is possibly one of the 
largest in South America, will enable its products, which 
are now limited to meet the requirements of the country, 
to be within a short time advantageously exported. 


CHAPTER IV 

COMMERCIAL SECTION 

General Conditions.—As stated in the section covering 
the Mining Industry, the general condition of the 
country during the year 1928 and 1929 has _ been 
confronted by a remarkable depression, due to the low 
quotations of the minerals exported by Bolivia, and it 
became more intense in the commercial branch by reason 
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of the alarm caused by the effectiveness of the new customs 
tariff and the new plan of taxation enacted at the 

beginning of the last fiscal year. Importations of mer- 

chandise have been considerably reduced; many orders 
to foreign countries have been stopped, and in many cases 
the merchandise has been returned to the point of 
shipment. 

By reason of the reform made in the customs tariff 
by commissions composed of experts and representatives 
of the chambers of commerce, and thanks to the assistance 
rendered to the country’s trade by the Department of 
Finance, a favourable reaction is noted, which enables us 
to state that the commercial business has turned to its 
normal period of activity. 

Notwithstanding these circumstances, the yield of 
4 of r per cent. on sales amounted in 1928 to Bs. 
732,458.92, against a budget estimate of Bs. 802,000, 
and it should be noted that in 1927 the income from 
this tax amounted to but Bs. 699,094.24, which shows 
a larger yield for 1928 of Bs. 33,364.68, an amount which 
points out an increase of sales of Bs. 6,672,936. 

The law of May 3, 1928, replaces the tax of 2 per cent. 
or. the gross income from commerce and industry by the 
tax of 8 per cent. on the profits derived from capital 
investment, the tax of $ of I per cent. on sales remaining 
in force. 

Foreign Exchanges——The Bolivian currency has not 
experienced heavy fluctuations during the last fiscal 
year and the first half of the current year. There was no 
fluctuation in the exchange on London, both sight and 
ninety days, it having been steady and continuing at 
17?d. and 18d. respectively. On New York the highest 
rate was 2.78, and the lowest 2.764 in the course of 
1928, and, in the first half of 1929, 2.79$ and 2.78 respec- 
tively, with an average of 2.7813. On Chile the exchange 
was unchanged at 34.25, and on Peru the average for 
1928 was 11.11, and for the first half of 1929, 11.17. 

The new gold standard and the establishment of the 
Central Bank of Bolivia, both to be effective from July 1, 
1929, will insure advantageously the stability of inter- 
national exchange, because since a long time the rate of 
18d., which is the rate for the new gold standard, has 
almost been steady with small fluctuations, and because 
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the principal mission of the new bank will be directed to 
maintain the said rate. 


CHAPTER V 


LOANS 


Loan of 1914 (Chandler Loan).—The loan authorized 
by the law of November 17, 1914, destined to the con- 
struction of a railroad line from La Pazto Yungas, was 
placed with the bankers, Chandler & Company, and the 
bonds were issued as a direct obligation of the Republic, 
at the annual rate of 6 per cent. interest and 2 per cent. 
amortization. 

The total of bonds issued was for the amount of 
$2,400,000 American gold, the obligation having been 
secured by: (a) the railroad line to be constructed and 
its equipment ; (5) a first mortgage on the railroad branch 
from General Pando station (Arica-La Paz Railroad) to 
Corocoro ; (c) a lien on the revenue of the Departmental 
Treasury of La Paz, especially on the additional tax on 
coca; (d@) savings of the Departmental Treasury for the 
fiscal year 1915; and (e) such income as the Republic 
may receive for the railroad concessions in force in 1914. 

As shown in the General Statement of the Public 
Debt, the balance of the bonds outstanding of this loan 
amounts to $1,485,500, which, converted at the exchange 
rate of 2.80, gives Bs. 4,159,400, the amount of $914,500 
having been amortized up to date. 

Loan of 1922.—In conformity with the Trust Con- 
tract of May 31, 1922, bonds were issued for a total of 
$29,000,000 of an amount authorized for $33,000,000. 
These bonds are at the rate of 8 per cent. interest and 2 
per cent. amortization. 

The following is a statement of the bonds of the 1922 
loan as of the end of the first half of the current year :— 


































Bonds issued ... ies ied oe ace .«» $  29,000,000.00 
Bonds amortized in 14 semesters ... on i 5,145,500.00 





$  23,854,500.00 





To cover the service on these bonds during the 
seven years of the effectiveness of the Contract, 
the Government has delivered to the Trustee 
the amount of ___.... sate eo ons + $ 19,598,875.20 












K 

















120 THE BANKER 


the distribution of which being as follows :— 





2 per cent. amortization on bonds issued don ae 3,910,000.00 
Interest accrued on bonds amortized ... isi 1,251,533-06 
Total sinking fund ... sei ne ma & 5,161,533.06 


Semi- annual interest on 

coupons ... oa ..» $  14,232,400.00 
Semi- annual interest on 

bonds purchased for 


sinking fund 156,067.14 









Total interest paid 14,388,467.14 








Total interest and amortization... wet .-» $  19,550,000.20 


Trustees commission } of I per cent. on this 
amount ... — eas ont we oF 48,875.00 


19,598.875.20 








The bonds redeemed through the sinking fund 
amount to the sum of ... his , $ 5,145,500.00 


the cost of which, the same having been purchased 
in the open market at different prices, amounted 


ass ose ane oe rr Asi _ 5,073,330.70 


which shows a profit of on he ons oo. § 72,169.30 




















in addition to the surplus of _ ja — = 88,202.36 








which is the balance for the second half of the current 
year. 

The average price paid for the bonds corresponds 
to 98-597 per cent. 

The quotation of the bonds on the New York Stock 
Exchange during the year 1928 remained steady at about 
1056 per cent., it having fallen down to 102-7 per cent. 
during the first half of the current year, a fact which gave 
opportunity to the trustee to spend the balance held, 
in accordance with subdivision (b)? Section 2, Article 
Third, of the Contract, in the purchase of bonds within 
the maximum limit fixed by the said contract. 

The income derived from the revenues pledged as 
security for the American Loan of 1922 has exceeded 
considerably the amount required for interest and 
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amortization service on said bonds, as shown by the 
following detail :— 
Bonds issued $29,000,000 which require an annual 

interest and amortization service of ... ; $ 2,900,000 .00 


which, at the average exchange rate of 2. — per 
dollar, amounted in 1928 to Sit Bs. 8,050,400.00 














One and one-half times this amount would be ... Bs. 12,075,600.00 
Income for the year 1928 ... pee slit al 28,343,452-74 















Excess over the amount required by the contract Bs. 16,267,852.74 







Since the effectiveness of the contract, the income 
from taxes given as_ security amounted to Bs. 
168,188,079.79, the detail of which is as follows :— 













Bs. 
1922 ... kiss ey bio _ ae ata 12,600,810.09 
1923... sn ose eos na one eee 18,908,905 .95 
1924 ... one oe ae as each ine 24,525,534.68 
1925... see sien ous oon oe jes 27,945,511 .22 
1926 ... an al ies wee i ree 27,807,654.00 
1927 ... wan ins ae an es bee 28,056,211 .00 
1928 28,343,452 -74 






The —_ for 1927 and 1928 f from the items pledged 
for this 1922 loan were as follows : — 


































1927. 1928. 
(b) Dividends on _ 114,738 
Banco de la Nacion shares Bs. Bs. 
owned by Government . 1,262,118.00 1,290,802.50 
(c) Mining Claims ... 527,935-70 481,970.36 
(d) Tax on alcohol from La 
Paz, Oruro and Tarija_... 1,079,399-71 1,028,469 .25 
(e) go per cent. of the yield 
from the Tobacco Monopoly 685,073.19 727,549.77 
(f) Tax on dividends of cor- 
porations ... 100,917.59 70,836.00 
(g) Tax on Banking Profits.. 891,884.86 860,645.83 
(h) Tax on income from 
Mortgage Cedulas ... one 134,229.80 TII,906.04 
(i) Tax on Mining Profits ... 3,083,779 -49 2,276,169. 32 
(j-k) Import duties and sur- 
charges. 10,442,291 .62 14,047,303 -44 
(2) Export duties and sur- 
charges... one one 9,848,582.02 7,447,800 .23 












28,056,211.98 28,343,452-74 
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Loan of 1927.—This loan, dated January I, 1927, 
was placed with the banking house of Dillon, Read & 
Company, of New York, 7 per cent. bonds having been 
issued for an aggregate amount of $14,000,000 U.S. 
gold, at an amortization rate of I per cent. 

The revenues pledged under this loan are: (a) tax of 
Bs. 2.00 per metric quintal of foreign merchandise 
destined for consumption in the Departments of Chu- 
quisaca and Potosi; (d) fiscal taxes on petroleum con- 
cessions; (c) 20 per cent. participation in the tax on 
beverages, distilled liquors, and aperitives; (d) tax of 
ro cents on each kilo of perper (aji) produced in the 
Departments of Chuquisaca and Potosi; (e) tax on 
alcohols and brandies elaborated in the Departments of 
Chuquisaca and Potosi, and a subsidiary lien on the 
revenue and taxes pledged by the Trust Contract of 
May 31, 1922, with the exception of the revenue repre- 
senting dividends on the Banco de la Nacion shares. 

One of the provisions of the contract of 1927 is that 
the balance of $4,000,000 pending under the contract of 
1922, will not be issued. 

The outstanding balance of this loan as of June 30, 
1929, amounts to $13,688,500, the amount amortized 
having been $311,500.00. 

Loan of 1928.—The Trust Contract dated September 1, 
1928, between the Supreme Government and the bankers, 
Dillon, Read & Company, of New York, provides for a 
total issue of $23,000,000 American gold par value 
of bonds denominated “ Republic of Bolivia External 
7 per cent. Guaranteed Sinking Fund Bonds of 1928,” 
payable in 40} years by means of a sinking fund, re- 
deemable in whole or in part, by lot, at the option of 
the Republic, on any interest date previous to maturity, 
after thirty days’ notice published in a newspaper, at a 
redemption price equal to the principal amount thereof 
and interest secured to such date, together with a pre- 
mium of 2} per cent. on the value thereof. The amor- 
tization rate is $ per cent., the semi-annual interest and 
amortization service being 3.75 per cent. on the total 
amount of the bonds issued. Besides the service men- 
tioned, the Trust Contract provides for the payment of 
a premium of 2} per cent. on the sinking fund sums 
remitted semi-annually by the Republic. 














SITUATION IN BOLIVIA 123 


The payment of the bonds and coupons is secured 
by the Republic by a mortgage and a special and first 
lien on the following revenues and taxes :— 

(a) Yield on stamped paper, in conformity with the 
laws of February 22, 1914, and February 10 and 14, 
1927; 

(b) Yield on transaction stamps, in accordance with 
the laws of November 10, 1915, and November 15, 
1923; 

(c) Yield of national stamp tax on production of 
beer, in conformity with the law of February 26, 1924; 

(zd) Yield from the sale of consular invoice forms, in 
accordance with the law of February 7, 1927; 

(e) 50 per cent. of income from the legalization of 
consular invoices, in conformity with the law of Feb- 
ruary 7, 1927; 

(f) Yield of tax on commercial and industrial sales, 
created by the law of December 12, 1923; 

(g) Yield of tax on the sale transfer of real estate, 
in conformity with the law of February 2, 1924; 

(h) Yield of tax on transfer of mining properties, 
in conformity with the law of November 23, 1923; 

(1) Yield of stamp tax on public amusements, in 
conformity with the law of December 1, 1916; 

(7) Yield of stamp tax on matches, in conformity with 
Art. 4 of the law of February 25, 1928; 

(k) Yield of the revenues pledged to the Sanitation 
Loan for La Paz and Cochabamba as detailed in Supreme 
Decree of May 12, 1920; 

(7) Yield of the revenues pledged to the Erlanger 
Loan, in conformity with the laws of January 6, 1910, 
and January 18, 1927; 

(m) Proceeds from the personal identity cards, created 
by the law of December Io, 1927; and 

(x) Increase in import duties according to the customs 
tariff approved by the law of September 29, 1927, up to 
a total of Bs. 1,500,000 in each calendar year. 

Due to the fact that this loan was recently placed, 
only $124,500 has been amortized, the amount of 
$22,875,500 being outstanding. 
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CHAPTER VI 
MANUFACTURES 
ToBacco MONOPOLY 
The total profits of the Tobacco Monopoly 


Managing Company during the year 1928 were Bs. 1,284,235.78 
The profits for the year 1927 amounted to se 1,220,240. 53 


Which shows an increase in profits for the last 
year of aia oe ess i nee a | 63,995.25 
In reply to an inquiry made by the managing com- 
pany to the Supreme Government, the latter has declared 
that the company’s employees are included in the benefits 
provided by the law of November 21, 1924, due to which 
fact a reduction of Bs. 5,000 has been made of the amount 
of the profits to contribute and to constitute the fund 
for employees, the available profit being reduced to 
Bs. 1,279.235.78. 
The participation of the Government in the 
said profit is 60 per cent., up to the sum of 
Bs. 700,000 Bs. 767,541.47 
Add 50 per cent. of the excess of the above- 
mentioned sum of Bs. 200,000 . i ‘ 40,847.16 


which makes a total of ‘ kad " 808,388 .63 
the shareholders receiving the balance of see 470,847.15 


Total profit, after oe the fund for the em- 
ployees.... és . 1,279,235.78 


THE NATIONAL LOTTERY 


The law of April 23, 1928, established the National 
Charity and Health Lottery, complementing the law of 
October 8, 1913, which prohibited all such lottery gam- 
bling as may not be for charitable purposes; and the 
regulatory decree of April 30, 1929, provides the scope 
and conditions of said lottery. 

A call for bids having been made, the National Bid 
Considering Board considered favourably the bid pre- 
sented by Mr. Martin Rodriguez Etchart, the same 
having been accepted with some modifications by a 
supreme resolution dated April 29, 1929. The chief 
conditions of the concession are the following: The 
lottery business will be managed by a stock corporation 
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under its own responsibility; 70 per cent. of the capital 
stock will be subscribed by the promoter or by his asso- 
ciates, and the remaining 30 per cent. by the commercial 
and industrial leagues of the Republic—which at present 
make lottery drawings under municipal authority which 
are now prohibited, as the National Lottery is the only 
one to exist—or, if not, by domestic capitalists; the 
payment of prizes will be exclusively for the account of 
the corporation ; the management will be in charge of the 
same, under the supervision of a board composed by a 
representative of the Government, a representative of 
the Charity Associations, and a representative of the 
Corporation ; the incomes will be distributed as follows : 
50 per cent. as minimum for the payment of prizes, a 
percentage to be increased in coming years ; Government 
participation proportional to the sale from 20 per cent. 
to 25 per cent. ; maximum sale commission Io per cent. ; 
allowance for expenses 5 per cent. as average; participa- 
tion to the corporation 20 per cent. as average; time 
limit of contract twelve years. 























MatcH MONOPOLY 
The profit earned in Bolivia (by the National 












Match Factory) during the year 1928 was__..._‘ Bs 45,590.96 
which, a" into consideration the a co in 

London of . oe one ; 118,270.68 
shows a loss as of December 31, 1928, of... oo 6S. 72,673.72 





which, adding the loss undergone, as per provi- 
sional balance sheet, from apie I to leas 
1929, of _... dis ‘ms ‘ ‘ 47,541.42 











gives a total loss from Agee z, Si to eto 7, 
1929, of si , Bs. 120,215.14 







The contract with the National Match Factory to 
manage the monopoly having expired, the Government 
decided, by Supreme Decree of May 1929, the delivery 
by the factory of all the plants, machinery, furniture, 
supplies, and buildings, in accordance with one of the 
clauses of the managing contract. 

The Government resolved not to continue with the 
manufacture of matches, either through direct adminis- 
tration or by a private enterprise, by reason of the bad 
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results shown by the Managing Company. This is due 
to the fact that the raw materials have been imported at 
a heavy cost, and because the machinery delivered to the 
Government was in bad condition. 

The Swedish Match Company had entered into 
negotiations with the Government in order to continue 
with the monopoly granted to it, and its representative 
in La Paz submitted various proposals, on different dates, 
to attain his purposes. The same having been studied, 
including the last one submitted in 1928, the conditions 
thereof proved unacceptable, as they were onerous for the 
consumer and without any valuable benefit to the 
Government. To the last proposal fixing the sale price 
at ro cents per box of 35 wax matches or 50 wooden 
matches, the Government to be paid Bs. 600,000 for 
a sale of 15,000,000 boxes annually, the Government 
made a counter proposition by which the sale would be 
for its account, the Company acting only as supplier of 
the commodity sent from Stockholm, to which the 
Company expressed its disagreement. 

Under the circumstances, the Minister of Finance 
called for bids for the supply of matches manufactured 
abroad and which would be imported for account of the 
Government. There were submitted bids from factories 
in Belgium, United States, Russia, Argentine, and later, 
from Italy. The said bids having been studied by the 
National Bid Considering Board, contracts were made by 
Supreme Resolution of May 13, 1929 for the supply of 
15,000,000 boxes of wooden matches annually by the 
firm Iuyamtorg, representative in South America of the 
U.S.S.R. (Russian Soviet Government), and with Mr. 
Samuel Moore, representative of the Union Allumetiere de 
Belgique, for the supply of 3,000,000 boxes of wax matches 
annually, at the price of 58 cents American Gold the gross 
of boxes of wooden matches c.i.f. Arica, Antofagasta, 
Mollendo, Villazon or Villa Bella, and four shillings 10 
pence the gross of boxes of wax matches c.i.f. Arica, 
Antofagasta or Mollendo. The contract with Iuyamtorg 
is for ro years, likewise the contract with Moore, subject 
to cancellation at any time in case of bad quality of the 
commodity. 

The said matches are sold by the Government at Io 
cents the box, in accordance with the price fixed by law, 
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(this would be at the rate of 3.6 cents U.S. currency) 
the box containing 55 wooden matches or 50 wax matches, 
a condition more favourable than that proposed by the 
Swedish Syndicate, under which a box containing but 35 
wax matches or 50 wooden matches would have been sold 
at the same rate. 

For the distribution of the matches, which requires 
careful work, bids were also called for, and among the 
bids submitted, the National Bid Considering Board 
recommended that of the Tobacco Monopoly Managing 
Company as being the most advisable; and the Supreme 
Government accepted the same by Supreme Resolution 
of June 19, 1929, upon the following chief conditions : 
Commission for the distributor 4:90 per cent. on the 
amount of the sales; 10 per cent. discount allowed by the 
Government on all sales larger than 3 dozen boxes; 
maximum allowance of Bs. 105,000 annually for payment 
of freight, insurance, affixment of stamps and verification 
of merchandise. The Company will pay, for account of 
the Government, the price of the matches received in 
conformity with the supply contracts; semi-annual 
advance to Government of Bs. 500,000 on account of 
sales, and some other disbursements. The limit of 
contract is five years. 

Thanks to the contracts subscribed, the Government 
will earn approximately Bs. 1,000,000 annually by the 
supply of matches imported into the country and, 
with this outcome, the income derived from the manu- 
facture at the national factory by the Tobacco Monopoly 
should be doubled. 
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THE BANKER 


Banking in Bolivia 
By E. O. Detlefsen 


(Superintendent of Banks) 


“T  which are in Bolivia seven banking institutions, of 
which one is the Central Bank, two are national 
commercial banks, one the branch of a foreign 
bank, two mortgage banks, and one a savings bank. 
The total number of bank offices in the Republic is 
twenty-seven. 

In 1927, Prof. Edwin W. Kemmerer made a survey 
of the economic condition of the country, and as a result, 
recommended a complete change of the banking laws, 
including the transformation of the Banco de la Nacion 
Boliviana into a central bank. These recommendations 
were largely carried out by the General Banking Law 
and the Law on the Monetary Reform, enacted on 
July 11, 1928, and the Law on the Reorganization of the 
Banco de la Nacion Boliviana, passed on the 2oth of the 
same month. These laws came into force on May 2, 1929. 

The General Banking Law fixes the proportion of 
deposits to the capital and reserves of the banks at a 
maximum ratio of three to one for commercial banks, 
and of ten to one for savings banks. Commercial banks 
that accept savings deposits may set aside part of their 
capital in a “ savings section,’’ and set this against their 
savings deposits under the ten to one ratio for savings 
banks. Likewise the ratio of cash to deposits is regu- 
lated, the minimum being 20 per cent. against sight 
deposits and 10 per cent. against time deposits; cash 
must consist of gold coins of Bolivia, Great Britain, Peru 
or the United States of America, of bills of the Central 
Bank, or of deposits with the Central Bank, besides a 
small percentage of silver and minor coins. Loans and 
discounts are also regulated, in that the total obligation 
of any one person, firm or company is limited to 15 per 
cent. of the combined capital and reserves of a com- 
mercial bank, if the loan is unsecured, or 20 per cent. if 
it is guaranteed by bills of exchange, commercial docu- 
ments or marketable securities with a margin of at 
least 25 per cent. 
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Only mortgage banks and the mortgage sections of 
commercial banks are authorized to issue mortgage 
bonds, the total amount of which must not exceed ten 
times the amount of the capital and reserves of the 
mortgage banks and the capital set aside for “‘ mortgage 
sections ”’ of the commercial banks. 

The supervision of all the banks is carried out by the 
Superintendency of Banks, an office which was created 
in compliance with the General Banking Law. To 
organize this office and to act as the first Superintendent 
of Banks the Bolivian Government contracted for the 
services of an American banking expert, the writer of 
this article, who had formerly held office as a National 
Bank Examiner in the City of New York. 


BANCO CENTRAL DE BOLIVIA 
(formerly BANCO DE LA NACION BOLIVIANA) 


The Banco Central de Bolivia is a reorganization of the 
Banco de la Nacion Boliviana, which was founded in 1911 
as the sole bank of issue. Prior to that time several banks 
had the privilege of issuing paper money, and a small 
amount of bank-notes dating back from that time is still 
outstanding, but must be withdrawn from circulation by 
the end of the present year. 

Although the law on. the reorganization of the Banco 
de la Nacion Boliviana was passed on July 20, 1928, 
the private shareholders did not give their ratification 
for the transformation until April 30, 1929, at the share- 
holders’ meeting held on that date, and the doors of the 
Banco Central de Bolivia, as the reorganized bank was 
named, were not opened until July 1, 1929. On the 
same day the currency was stabilized de gure at 18d. 
to one “ boliviano,”’ after it had been actually stabilized 
de facto at that rate during the preceding two years. 
Prior to July 1, 1929, the parity had been 193d. to the 
boliviano. 

Whereas the Banco de la Nacion had been a commer- 
cial bank operating on the same lines as the other com- 
mercial banks, except that it had the sole privilege of 
issuing paper money, the Banco Central is intended to act 
principally as a rediscount bank, but is also permitted to 
discount bills for private concerns, provided such bills 
have a maturity of not more than ninety days and bear 
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two first-class signatures, or are guaranteed by mer- 
chandise or marketable securities with a margin of at 
least 25 per cent. It is not permitted to pay interest 
on sight deposits and must maintain a cash reserve of at 
least 50 per cent. against the combined total of its notes 
in circulation and deposits. This reserve may consist 
of gold or sight deposits with first-class London and New 
York banks, besides a small percentage of silver coins. 

The authorized capital of the Banco Central de 
Bolivia is Bs. 30,000,000, of which Bs. 25,809,900 has 
been subscribed and paid, and is divided into 258,099 
shares of Bs. 100 each. There are three classes of shares : 
Class A shares owned by the Government, class B shares 
owned by the associated banks, who under the law of 
1928 are obliged to subscribe to the new shares to the 
extent of 15 per cent. of their capital and reserves, and 
class C shares owned by private shareholders, namely, 
shareholders of the old Banco de la Nacion Boliviana. 
This last category includes the Anglo-South American 
Bank. 

The board of the Banco Central is composed of nine 
members, two of which are nominated by the Govern- 
ment, two are elected by the associated banks, two by 
the private shareholders, one by the national chambers 
of commerce, one by the association of mining industrials, 
and one by the associations of agriculturists. 

Before making the transfer of the assets of the Banco 
de la Nacion to the Banco Central, all doubtful accounts 
were written off, but the assets transferred included 
several items which, although good and collectable, could 
not be liquidated at once. For this reason the bank will 
for some time be unable to present a statement of con- 
dition that is strictly in accordance with the requisites 
of a central bank, but it goes without saying that all 
new credit extensions are being made in conformity with 
the provisions of the law. 

The net earnings for the year 1928 of the Banco de la 
Nacion Boliviana was Bs. 2,841,263-69, out of which a 
dividend of 9 per cent. was paid to the shareholders. 
This dividend rate was the one prevailing during several 
of the preceding years. For the first six months of 1929, 
the last period of the existence of the old bank, the net 
profits were Bs. 1,582,486: 26. 
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The principal office of the Banco Central de Bolivia is 
located in La Paz, and branch offices are maintained in 
eight other cities in Bolivia, in compliance with the law 
which stipulates that branches or agencies must be 
maintained in the capital of each department of the 
Republic. 

The Consolidated Statement of the Banco Central de 
Bolivia as at September 14, 1929, shows the following 
figures :— 











LIABILITIES. ASSETS. 






Bs. Bs. 
Capital rere «+s 25,809,900°00 Gold in vault ee» 19,046,471 °31 
Reserves... eee = 5§,704,041°21 Silver in vault ae 27,858 30 

















31,513,941°2 
Note circulation ... 45,586,353:00 Deposits at sight in 
London and N.Y. 
banks a «+» 15,618,000-00 
Deposits rer «es 16,214,283°03 Legal Cash Reserve 34,692,329°61 
Other Liabilities ... 2,011,279°77 Other Cash Reserves 25,143,309° 13 















Total Cash Reserve 59,835,638-74 
Loans and Discounts... 22,670,794°62 
Investments, Real Es- 

tate and Other 

Assets ose «es =12,819,423°65 









Bs.95,325,857°O1 Bs.95,325,857°O1 






The legal cash reserve represents 56-1358 per cent., or 
6-1358 per cent. above the requirement, and the total 
cash reserve, including nickel coins, other deposits in 
foreign banks, and bills of exchange payable abroad, 
96-8204 per cent. against the combined total of 
Bs. 61,800,636-09 in note circulation and deposits. 









COMMERCIAL BANKS 


The two national banks are the Banco Nacional de 
Bolivia and the Banco Mercantil. 

The Banco Nacional de Bolivia was founded in 1871, 
and has its principal office in Sucre, the capital of the 
Republic, with branch offices in La Paz and in six other 
cities. 

The Banco Mercantil was founded in 1906, and has its 
principal office in La Paz, with branch offices in four 
other cities of the Republic, besides a foreign branch in 
Antofagasta, Chile. The bank was incorporated as a 
limited company on July 1, 1929, after having been 
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until that date under the sole ownership of Mr. Simén 
I. Patino. 

The only foreign bank represented in Bolivia is the 
Banco Aleman Transatlantico, with an office in Oruro. 
The Banco Aleman maintained for a number of years, 
besides the Oruro branch, an office in La Paz, but that 
office is at the time of writing in process of being closed 
down. The decision of the Banco Aleman to close its La 
Paz branch is due to the capital requirement, as, in accord- 
ance with the provisions in the new banking law, that of 
the two branches would be Bs. 3,000,000, of which Bs. 
2,000,000 for La Paz and Bs. 1,000,000 for Oruro, a con- 
dition which the bank did not find sufficiently attractive. 
Consequently the bank decided to retain its Oruro office 
only, with a declared capital of Bs. 1,000,000. 

The reports on the condition of the commercial banks 
as submitted to the Superintendency of Banks, as of 
September 14, 1929, shows the following figures :— 


Banks. Capital. Reserves. Deposits. 
Bs. Bs. Bs. 
Banco Nacional ... oP «+» I2,000,000:00 9,349,871°56 19,480,592°I1 
Banco Mercantil ... ées «+s 12,500,000-00 5,745,000:00 11,662,272°38 
Banco Aleman—Oruro ... +++ 1,000,000+00 4,064,245°21 
Banco Aleman—La Paz (in liqui- 
dation) ... see eee ose — — 2,636,780°55 


25,500,000°00 15,094,871°56 37,843,890:25 


Cash and Other __ Loans, Investments 
Banks. Disposable Advances, in Securities. 
Funds. and Discounts. 
Bs. Bs. Bs. 

Banco Nacional ... mie «»  6,308,361°95 25,077,109°08 10,226,030°10 

Banco Mercantil ... ave «++ 5,373,286°06 18,657,329°94  5,584,457°39 

Banco Aleman—Oruro ... «+»  2,870,114°7I 1,974,001°11 149,938: 80 
Banco Aleman — La Paz (in 

liquidation) ... ose eee —-:2,150,267°72 878,188+41 83,963- 40 


16,702,030°44 46,587,228+54 16,044,389°69 


MorRTGAGE BANKS 


There are two mortgage banks in Bolivia, the Credito 
Hipotecario de Bolivia, in La Paz, and the Banco Hipo- 
tecario Nacional, in Cochabamba. Besides these two 
mortgage banks the Banco Nacional de Bolivia and the 
Banco Mercantil maintain “ mortgage sections.’”’ The 
capital set aside for these mortgage sections is included 
in the total capital, as shown above under ‘‘ Commercial 
Banks,”’ and offset in the assets under ‘‘ Investments.”’ 
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The reports on the condition of the mortgage banks and 
mortgage sections as submitted to the Superintendency 
of Banks, as of nn 14, shows the following figures : 


Mortgage 
Bonds in 
Banks. Capital. Reserves. Circulation. 
Bs. Bs. Bs. 
Credito Hipotecario eee sae 700,000*00 700,841*25 11,487,400-00 
Banco Hip. Nacional ... 100,000'00 = 1,042,113'67 6,365,300°00 
Banco Nacional (Mortgage Sec. 
tion) I,000,000+00 100,000:00 2,630,500:00 
Banco Mercantil (Morte: age Sec- 
> er 800,000: 00 — 133,000°00 


2,600,000+00 1,842,954°92 20,616,200-00 


The only institution in Bolivia operating exclusively 
as a savings bank, is the Caja de Ahorros, which is located 
in Cochabamba and has a capital of Bs. 100,000. It is 
a small local institution of little importance. The com- 
mercial banks also receive savings deposits, but only 
the Banco Aleman Transatlantico in Oruro has set aside 
a capital of Bs. 100,000 for its “‘ savings section.”” The 
two national banks have at present no need of setting aside 
such capital, inasmuch as their total deposits have not 
reached the limit of three times the amount of their 
capital and reserves, as required of deposits not con- 
sidered savings, whereas savings deposits may be taken 
up to an amount equalling ten times that of the capital 
and reserves. 

As will be seen from the figures shown above, 
deposit business is not much developed in Bolivia. One 
of the reasons for this is that the commercial houses 
have been competing with the banks in receiving deposits, 
paying interest on same. A Presidential decree has 
recently been issued, defining banking operations and 
ruling that only authorized and duly supervized banks 
will be allowed to receive deposits. This should tend to 
increase the deposits with the banks and incidentally their 
power to extend credit accommodations. 
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Banco Central de Bolivia 
(Formerly Banco de la Nacion Boliviana, founded 
in 1911) 


BRIEF SKETCH 


‘HE Banco de la Nacion Boliviana opened its doors to the 

public on May 11, Ig1I, and thus met the urgent 
need for a controlling or regulating bank to secure the external 
credit, balance the fiduciary circulation, and maintain the 
stability and firmness of foreign exchange. 


The new institution started operations with a paid-up 
capital of £1,275,000. The Bolivian State was the principal 
shareholder with 100,000 shares subscribed, and the remaining 
capital was subscribed by the public and by Paris and London 
bankers. 


A little later, by the law of January 1, 1914, the Banco de 
la Nacion Boliviana was granted the exclusive right to issue 
notes, and was given the management of the circulation and 
authority to establish the fiduciary coinage and made the 
keeper and administrator of the national finances. 


Although the objects for which the Banco de la Nacion was 
established were excellent, circumstances did not permit it to 
fully carry out its original programme, and ultimately it became 
a purely commercial bank, still possessing, however, the sole right 
of issuing bank-notes; still it cannot be denied that, in spite of 
its failure to carry out its original functions, it obtained enor- 
mous benefits for the Government and the country by 
efficaciously aiding in the development of the principal national 
activities and by maintaining as far as it could the stability of 
the exchange. In its last years the Banco de la Nacion, by 
means of a noteworthy effort, strengthened its relations 
throughout the world, and always obtained a well-merited and 
good opinion on the part of the foreign banks. 


Among the objects included in its original policy count the 
following : 

The stabilization of exchange, and so aiding the external 
credit of the country. 


The guarantee of national loans issued for public utility works 
in certain parts of the Republic, thus enabling the national 
wealth to be mobilized and capital nationalized. 
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| on all these branches, with the exception of Uyuni, under the 


| was recommended, and on July 20th, 1928, a law was passed 
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BANCO CENTRAL DE BOLIVIA-— continued. 


The fulfilment of its function as a credit institution by 
giving ample assistance to national economy, and aiding 
miners, industrialists, merchants and the general public without 








BRANCH OFFICES 


The Banco de la Nacion Boliviana had branches in Oruro, 
Cochabamba, Sucre, Potosi, Tarija, Santa Cruz, Trinidad, 
Riberalta and Uyuni. The Banco Central de Bolivia carries 







name of Agencies. 

It is merely justice to call attention here to the importance 
to the country of the influence exerted by the bank in out-of- 
the-way places, through its credit and other banking operations 
being carried to these districts. 




















REORGANIZATION-—-FOUNDATION OF THE BANCO CENTRAL 

As a result of the studies made by the Mission of Financiers 
and Bankers which, presided over by Professor Edwin Kemmerer, 
visited the country in 1927, the foundation of a central bank 







creating the Banco Central de Bolivia. 

The Banco Central de Bolivia took over the assets and 
liabilities of the Banco de la Nacion Boliviana, and began 
operations under the best auspices and general expectation of 
the nation on July Ist, 1929. 










Its FUNCTIONS 
Among its principal functions are the following :— 


(x) Note conversion. 

(2) Regulation of the rate of interest and discount. 

(3) Maintenance of the stable value of the national 
currency. 

(4) Assistance to other banks in times of emergency. 










Its PoLicy—BENEFITS TO THE COUNTRY 


The Banco Central de Bolivia, by regulating the rates of 
interest and discount, exercises a prudent control on the volume 
of the business of the nation in general. Also, in accordance 
with its organic law, it converts its national currency notes 
into gold, bullion or into bills on New York or London, at the 


option of the issuing bank. 
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By maintaining the stable value of the national coinage 
it safeguards the economic situation of the country, and 
imparts steadiness to commercial, industrial and similar activi- 
ties in the Republic. Lastly, it is called on to lend its aid to 
other banks in cases of emergency, not being a competitor of 
them, but acting as a guarantor of security for them in future. 


With a stable monetary unit, the bank will consolidate 
public wealth, regulate the note circulation and secure public 
confidence in the notes, cleanse credit, place each bank in its 
proper sphere, and, finally, associate with all the banks in the 
very important and delicate operations necessary to maintain 
the credit of the country. 


Extract of the balances of the Banco de la Nacion Boliviana, 
now the Banco Central de Bolivia, since tts foundation. 
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Credito Hipotecario de Bolivia 
(Mortgage Credit Bank of Bolivia.) 


ESTABLISHED ist JANUARY, 1870 







HE Bank grants loans on rural and urban properties by issue of Mortgage Bonds, 
carrying 10%, 8% and 7% annual interest, on the following conditions :— 








. ‘ : Yearly 

. Duration of Amortiza- Commis- : 
Series. I porn 7 Interest. — . len Service. 
¥ : ; ; Per Annum. 













A ‘ 9 half years 109 r% 1% 13% 
A en o7 ” 10% 2% 1% 13% 
A pis 26 “i 10% 4% 1% 15% 
A ae 2 es 10% 5% 1% 16% 
A 15 ef 10% 10% 1% 21% 
A . II » 10% 15% 1% 26% 
- 56s 8% 1% 1% 10% 
‘ 61 - 7% 1% 










The dividends are paid half-yearly, on 30th June and 31st December. 
The Bank buys and sells Mortgage Bonds, grants loans without amortization on such 
bonds, also grants first mortgages on properties at agreed rates of interest. 
The Bank receives deposits for the purchase of Mortgage Bonds, also receives 
bonds, etc. in custody, charging } per mille half-yearly as commission. 


COUNCIL OF ADMINISTRATION 
President ; Sr. Jorge Saenz; Vice-President, Sr. Juan Perou. 
Councillors ; Adrian Castillo, Arturo Loayza, Eduardo Soliz, Pablo Rada, Ezequiel 
Jauregui, Carlos Jordan y Rosas. 
Supplementary Councillors ; Pedro Terrazas, Abel Iturralde, Julio Quintanilla. 
Inspectors ; Banco Nacional de Bolivia, Banco Mercantil. 
Supplementary Inspector ; Serapio Medina. 


OFFICE IN LA Paz 
Adrian Castillo, Interim Manager; J. Enrique Arce P., Accountant; Ricardo 
| Galindo, Assistant Accountant; Abel A. Tapia, Cashier; Armando Pacheco I, Secretary ; 
Max. M. Avila, Auxiliary; Victor E. Aldunate, Auxiliary; Humberto Lafferti, Archivist ; 
| Fermin Centeno, Porter. 
Solicitor ; Julio. J. Eyzaguirre. 
Agent in Cochabamba ; Banco de la Nacion. 
BALANCE SHEET AT 30TH JUNE, 1929. 







































ASSETS Bs. LIABILITIES Bs. 

Mortgage Bonds . ost «+s I1,201,870°01 Mortgage Bonds in circulation ... «ss I1,201,870-or 
Dividends and Interest due ° «s+  1,263,171°24 Deposit and other accounts ken a 763,331 °47 

| Balances with Bankers and cash in 

hand sea ae 279,929°50 CAPITAL AND RESERVES 

Sundry Assets, Balances, "ete. ... on 709,631°21 Paid-up Capital ... - ° ose 700,000 00 
Reserve Fund = son jas 451,432°76 
Fund for future dividends. sais aba 85,000-00 
| Guarantee Fund ... “0 ose os 146,408° 49 
| Profit and Loss... wad nai ane 106,559° 23 









13,454,601 -96 





Total . Bs. 13,454,601 °96 Total ... Bs. 


Mortgage and other Bonds conte Mortgage and other Bonds hewmen 
in custody eos Bs. 1,135,178-00 in custody eee coe ee Bs. 1,135,178-00 





























PROFIT AND Loss ACCOUNT AT 30TH JUNE, 1929. 


















Dr. Bs, Bs, Cr. 
Salaries ose as ee ons 28,243°00 Balance at credit of this account after 
General expenditure ese one ase 12,981°94 deduction of interest due to public 151,189°03 
Fixed properties . ose éee wee 378° 29 
Furniture and Effects os eF sta 1,162°00 






Employés for Employés 5% on 
Bs. 37,291°37, imterests half year, 










Law 7th December, 1926 sas me 1,864°57 A 
Total expenditure .. oo nl he 44,629°80 
Net profits os oes im 106,559°23 





Bs 151,189-03 








Bs, 151,189°03 
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(Republic of Bolivia.) 


El Banco Mercantil 


THE surprising development of the mining industry in Bolivia 

in the first years of the present century stimulated an increase 
in agricultural and commercial activity to an extent which began 
to outstrip the capacities of the existing banks. At this juncture, 
a valiant captain of industry, Don Simon I. Patifio, proposed the 
foundation of a new bank, with the object of assisting the 
development of the national wealth. His proposals were favour- 
ably received and the Banco Mercantil came into being under the | 
protection of the Law of December 11, 1905, which authorized | 
its establishment with its head office in the city of Oruro, and | 
with an initial capital of Bs. 500,000, but with power to | 
increase its capital up to Bs. 5,000,000. It was also authorized to | 
issue bank-notes up to 100 per cent. of its capital. | 


In the following year, on December I, 1906, the Banco | 
Mercantil opened its doors with a capital of Bs. 800,000, which | 
has gradually increased to Bs. 12,500,000, this being the amount | 
with which it is operating to-day. It also possesses a reserve fund | 
of Bs. 5,745,000. 


The General Management was removed from Oruro to the | 
city of La Paz on January I, 1927, in order to attend better 
to the development of the bank’s business. | 


When the bank was in a flourishing state, Sr. Patifio formed 
it into a joint-stock company, and on July 1, 1929, it was 
constituted with 125,000 shares of Bs. roo each, the head 
office being in La Paz and branches in the cities of Oruro, | 
Cochabamba, Potosi, Sucre and Antofagasta (Chile). In order 
to effect this change Sr. Patifio easily found shareholders anxious | 
to participate in the business of a bank which offered the | 
advantages of a long tradition, selected investments of its 
capital, acquaintance with its clients and in a word all the | 
securities offered by a business in full and prosperous develop- | 
ment. Nevertheless, guided by a commendable spirit of 
co-operation with the staff of the bank and the staffs of the 
other businesses directed by Sr. Patifio in the country, he 
decided to offer them the opportunity of associating themselves 
with him in the Banco Mercantil on such conditions that the 
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Et Banco MERCANTIL—continued. 


participation represented a positive advantage to all the 
employés, seeing that they only paid Bs. 100 per share whose 
value, according to balance sheet, was Bs. 145-96. 


The following statement shows the increase in the business of 
the bank since its inception :— 


Capital. Reserves. Net profits. 





Bs. Bs. Bs. 

December 31, 
1907... — 800,000° 4,230°52 51,632°83 
IgI0_ i... on 3,000,000" 230,079° 78 113,525°24 
IgI2.... eae 7,500,000° 795,000° 00 657,832" 80 
1919... «+» | 10,000,000°00 2,715,000° 00 771,086°79 
1928... +. | 12,500,000°00 5,585,000" 00 1,174,013 ° 47 
a909—Cét ..» | 12,500,000°00* 5,745,000: 00* 633,261 °87T 








* June 30th; f six months only. 
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Patino Mines and Enterprises 
Consolidated | 


(Incorporated.) 


LocATION AND CLIMATE 


IHE mines and mill of Patifio Mines and Enterprises Consolidated, Incorporated, are 
situated at Llallagua, Province of Bustillo, Department of Potosi, Bolivia, approxi- 
mately 120 kilometres (74°6 miles) by rail south-east of the city of Oruro, which is on the 
main line of the Antofagasta-Bolivia Railway. The Machacamarca-Uncifa Railroad, owned 
by the Company, connects Llallagua with this main line at the town of Machacamarca, 
24 kilometres (14-9 miles) south of Oruro. The property is on the eastern watershed of | 
the eastern range of the Andes at an altitude varying from 12,300 feet at Catavi to about | 
15,000 feet at the topmost mine working, La Salvadora. All drainage is to the tributaries 
of the Amazon. The climate on the whole is mild and is never severe enough to interfere 
with operations. 


HIsTORY 


The Salvadora mine of the Uncfa property was first operated by Sr. Simén I. Patiiio 
about 25 years ago. The Llallagua mine, on the opposite side of the mountain, is said to 
have been worked as early as 1880. In 1906 it was acquired by the Cia. Estaiiffera de 
Llallagua, a Chilean corporation, and this Company continued the operations until it was 
absorbed in 1924 by Patifio Mines and E.C.I, That corporation was organized on July 5, 
1924, under the laws of the State of Delaware, U.S.A., for the purpose of acquiring the 
properties of Uncfa owned by Sr. Simén I. Patifio, and of Llallagua, owned by the Compafifa 
Estafiffera de Llallagua. The issued capital of the Company consists of 1,380,316 shares 
of a par value of $20 per share, or $27,606,320 U.S.A. currency, equivalent to £6,250,000, 

In addition to the two mining properties, the Company recently completed purchase 
of the Machacamarca-Uncfa Railroad. In 1929, the Corporation acquired the tin smelting 
plant of Messrs. Williams, Harvey & Co., Ltd., located at Bootle, England. 

The mining properties of the Company include over 4,700 acres of mining and placer 
ground and more than 1,600 acres of mill sites, camp sites and water rights. Two artificial 
lakes are included in which water is stored during the rainy season for the development 
of hydro-electric power. 

THE MINE 

Geology.—The principal part of Salvadora Mountain, in which the veins occur, is 
composed of an intrusive quartz porphyry approximately 1,000 metres (3,280 feet) wide 
by 1,400 metres (4,590 feet) long. This intrusive cuts a sedimentary series in the form of a 
steep anticline, composed of greywacke, quartzite and slate. The porphyry has been 
intensely fractured and this is also true of the sedimentaries, although to a lesser extent. 
The fractures, for the pe small in size, have been mineralized to form the veins. 
The largest—The San Fe -San José—shows a maximum length of 700 metres (2,296 
feet) and is said to have been up to 4 metres (13 feet) wide in places in times past. 

Mineralization is confined principally to the quartz porphyry, probably 80 per cent. of 
the total tin production having come from within the intrusive area. Up to the present 
time 43 major veins with 295 distinct branches have been noted. These are enclosed 
within a rough oval, approximately 1,300 metres (4,264 feet) long by 900 metres (2,952 feet) 
wide with a vertical extension of 775 metres (2,542 feet). 

About 45 distinct mineral species have been noted in the mine, although but few of 
them occur in any quantity. ite and quartz are the most common. Cassiterite, or 
tin dioxide, is the only tin mineral of importance. Other characteristic minerals occurring 
in lesser amounts are marcasite, bismuthinite, arsenopyritem, wolframite, wavelite, 
tourmaline, vivianite, &c. 

Mining Methods and Equipment.—The veins have been developed by levels at vertical 
intervals of 30 to 35 metres (98-4 to 114°8 feet), connected by shafts and raises. There 
are over 130 kilometres (80-8 miles) of accessible workings within the mine. All ore is 
mined by shrinkage stoping. The ground stands well and but little timbering is required. 

Development and Ore Reserves.—The development is well planned in advance to keep 
pace with ore extracted. This is evidenced by the fact that the ore reserves, instead 
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PATINO MINES & ENTERPRISES CONSOLIDATED (INCORPORATED)—continued, 


of decreasing have materially increased during the past two years. The total development 
and exploratory work since 1926 has been as follows : 




























Year. Metres. Miles. 

1926 ... sae eee ase oon 9° 583 5°95 
1927 .<- or ais iad bin 15*407 9°57 
1928 ... sae eee ove a 20010 12°43 
1929 (9 months) ... ‘ae a 18-857 11°72 
TOTAL eee aad eee 63°857 39°67 













The estimated ore reserves since 1925 are set forth hereunder :— 


Total Dry. Metric 


Year. aaa, <r Tons 
Metric Tons. Tin. Tin. 



















December 31, 1925 eee 832°725 5°8 48+097 
December 31, 1926 eee 1,070: 883 4°77 51°045 
December 31, 1927 om 1,231°O9I 4°74 58-346 






December 31, 1928 1,605 +637 4°45 71*462 









CONSTRUCTION 


The construction programme authorized in 1927 included a modern crushing and 
sorting plant at Siglo XX, a 3 kilometre railroad spur connecting Catavi with Siglo XX, 
anew crushing and conveying plant at Catavi and the necessary rearrangement of, and 
additions to, the concentrator. Further construction includes many kilometres of 
high-tension transmission line, a new General Office, Diesel engine installations, &c. 











THE MILL 


Gencral.—Before the consolidation, the ores from Sr. Simén I. Patifio’s property were 
treated in the Ingenio Miraflores at Uncia, and those from the Llallagua side in the Ingenio 
Victoria at Catavi. The former had a capacity of 350 tons and the latter 550 tons per 
day. Early in 1925 it was decided by the Management that the operating expenses and 
administration charges could be materially decreased by centralized milling. The Ingenio 
Miraflores was closed down and the Ingenio Victoria was remodelled and enlarged. The 
following table shows pertinent data from which it will be seen that in the last three years 
the capacity of the mill has been increased approximately 2} times. 















METALLURGICAL DaTA. 


































Dry Metric Tons Treated. | Per cent. Actual. Long Tons. 

Per Per Per . . 
Total. Operating cent. cent. R. ine Tin 
Day. Tin. Recovery. troduced. 
1925 _ on 144°580 508 6°65 79°88 10,032°0 
1926 pet: wis 232°775 829 5°97 69°20 8,982-9 
1927 ae sae 299°858 1-038 4°97 75°88 11,140°3 
1928 —- ea 481-028 1+ 394 4°64 77°39 17,017°O 
1929 (9 months) ... 517°527 2*Oo1 3°99 77°12 15,638°5 









LABOUR 

There are approximately 6,100 men on the pay roll of the Company. These men, 
with their families, constitute a community of 25,000 people, supported solely by the 
operations of the Enterprise. 










GENERAL 

As evidence of the importance of the Enterprise to Bolivia, it is well to point out that 
£1,000,000 ($4,850,000) in wages are now being distributed annually and that the yearly 
taxes paid within the Republic amount to £500,000 ($2,425,000). In addition, large 
sums are spent in Boliviain the purchase of foodstuffs for the stores and certain mining 
supplies. The total yearly expenditures within the country exceed {2,000,000 ($9,700,000). 
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The Machacamarca-Uncia Railway 


HE Machacamarca-Uncia Railway was constructed by Sr. Simén I. Patifio, in 
accordance with a concession granted by the Bolivian Government in the year 1911, 


for the purpose of connecting his mining properties in Uncia with the main line, thus | 


providing an outlet to the port of Antofagasta and connection with the whole railway 
system in the country. 


At the present time, in addition to providing a ready access to the mining properties 
of Patifio Mines and Enterprises Consolidated (Inc.) (to whom the railway was transferred 
by Sr. Patifio in 1924), the railway also serves the mining districts of Huanuni and 
Uncia_ In the region of Uncia, and apart from the properties appertaining to Patiiio 
Mines, there are mines of no small importance which, together with the various business 
houses in that town, are served by the railway. 


The construction of the railway was initiated in 1912 and concluded in 1921. 


The main line is 96 kilometres in length, and there are 7 kilometres of side tracks in 
the stations. The branch lines connecting with the various mining properties amount 
to an additional 12 kilometres. There are five stations for the public services situated at 
various points on the line, 


The track has been constructed throughout of rails of 50 pounds per yard, one-metre 
gauge, and steel sleepers on the main line; hard wood ties are used on some of the spurs. 
The steepest gradients on the principal line amount to 2} per cent., compensated on the 
curves, and 4 per cent., compensated on the various branch lines. The sharpest curves 
have a radius of not less than 82 metres on the main line and 75 metres in the stations. 


The concession was granted for a period of 99 years; at the end of this term the line 
passes to the ownership of the Bolivian Government. According to the terms of the 
concession the Government may not authorise the construction of any other railway 
within a radius of 40 kilometres on either side of the existing line within 45 years of the 
date ot the franchise. 


The railway tariffs have to be approved by the Government every year, and are limited 
to an extent necessary to produce an annual net income equal to 10 per cent. of the 
capital investments. 

Rotuinc Stock.—The rolling stock now in use on the railway is as follows :— 

Steam Locomotives, in actual use 

se po under construction 

Gasoline Shunting Locomotive, in actual use 

Coaches, in actual use... 

Vans, Po eee 

Wagons,’ as hints sate pine dies ads os 
In addition there are 20 Hopper Ore Cars, property of the mining companies, in use on 
the railway. Both the coaches and trucks are all of the four-axle type, and are provided 
with automatic couplings and compressed air brakes, as also are the steam locomotives. 


TRAFFIC.—Table 1 shows the quantities of the various classes of freight traffic dealt 
with during the last seven years. The passenger traffic consists principally of persons 
travelling to the mines for business purposes and of miners. 


Approximately 75 per cent. of the total tonnage of freight corresponds to the 
Patifio Mines. 


In addition to the movement of freight detailed in the various statements, the railway 
has this year commenced to transport crude ore from the mines to the concentrating 
plant. This additional freight now amounts to some 1,000 tons daily, and it is expected 
to gradually increase this quantity to as much as 2,500 tons daily within the next six 
months, 

REVENUE AND EXPENDITURE.—Details of the gross receipts, expenditure and total 
net income for the last three and a half years may be seen from Table 2. This period 
covers exploitation since the completion of the whole line. 


Practically 85 per cent. of the receipts for the transportation of freight corresponds to 
Patifio Mines, to whom the same rates are applied as for the general public. 


CaPITAL.—The capital invested in the railway as at the 31st December, 1928, amounts 
to the sum of £991,667 os. od., and is distributed as shown in Table 3. 
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RESERVE FunD FOR DEPRECIA1IONS AND RENEWALS AND Various - 


Machacamarca, 21st October, 1929. 








£991,667 0 
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THE MACHACAMARCA-UNCIA RAILWAY—continued. 
TABLE I. 
Comparative Figures showing the Classification of Traffic carried by Freight Trains. 
| 1929. 
Classification. 1923. 1924. 1925. 1926. 1927. 1928. (Six 
months). 
| Tons, | Tons, Tons, Tons Tons Tons, Tons, 
Tin Concentrates : - 
P.M. & E.C.I1. 25,223 22,185 16,829 15,669 20,453 27,021 16,324 
Simén I, _— 1,420 1,453 1,302 1,300 1,660 1,914 1,090 
Various ‘ 363 655 302 414 222 48 109 
’ 27,006 24,293 18,433 17,383 22,335 28,983 17,523 
General merchandise ose 8,689 7,169 6,862 8,599 10,834 17,655 9,969 
Crude oil ase ons asa 3,778 5,352 3,660 3,500 4,360 6,480 3,920 
Food stuffs oe 3,556 5,204 45275 31405 3,378 4,268 2,900 
Alcohol, acids and explosives am 904 908 853 858 926 964 757 
Fodder and firewood ... re 885 720 573 887 1,394 1,318 1,261 
Machinery and accessories 5 514 561 791 946 1,334 1,892 1,416 | 
Returned empties, tank cars, etc. 579 761 585 623 721 978 651 
Crude ore eee es 726 464 1,815 3,230 10,137 9,315 2,435 
Live stock eee ove eso ess eee 92 go 
Materials for Railway 1,077 535 1,536 267 4,443 6,114 2,352 
Tons 47,714 45,967 | 39,383 39,698 59,862 78,059 43,274 
TABLE 2. 
Statement of Receipts and Expenditure, 1926-9. 
_— 1926. | 1927. | 1928. | (6 annie. 
Receipts :— | £ Y £ £ £ { 
Freight | 77,105 111,084 | 155,473 94,612 
Passengers 9,330 8,699 9,131 5,972 
Excess luggage and parcels , 2,011 2,124 2,449 1,228 
Miscellaneous an 8,637 _10,7 44 11,492 6 91 4 
Tota! | 97,083 132 21652 78,545 r08 5726 j 
Expenditure :— } 
Maintenance of way and works — 8,937 8,917 10,104 4,977 
Maintenance of rolling stock a 4,306 4,401 4,642 2,670 
Transportation ... eee ose | 21,612 21,341 24,875 14,922 
Genera! expenses coe | 16,741 15,664 17,804 9,831 
Depreciation and various | 4,002 1,076 28,399 ae 
Totals vee | 55,599 51,399 | 85,825 32,400 
Net Income ° __ £41,434 £81,253 } £92,721 i £76,326 
TABLE 3. 
Statement of Accounts. 
Capital Investments as at 31st December, 1929. 
CapITAL INVESTMENTS : cs & f£ «@«&@ 
Reconnaissance and Survey Expenditure 30,097 15 3 
Land for Right of Way and Stations 2,497 1 11 
Gradin me . 300,224 3 4 
Track ork and "Materials 207,133 9 8 
Tunnelling ne 6,082 18 o 
Bridges and Culverts . 86,462 5 1 
Stations and other Buildings .. nat 45,956 3 6 
Shops and Enginehouses 14,878 4 3 
Telegraph and Telephone lines and equipment 10,906 9 8 
Rolling Stock ... . 79,228 19 2 
} eam Supply Installations 5,934 2 6 
xpenditure during Construc ‘tion 119,378 18 8 
908,780 11 oO 
SUNDRIES: 
Machinery and Tools ... 7,054 3 4 
Furniture and Utensils 4,069 7 10 
imals ... eve ooo 32 14 8 
11,156 5 10 
INVENTORIES : 
Materials in stock 38,676 17 3 
Fuel in stock r 2,147 211 
Goods in Transit 9,148 211 
Provisions in stock 1,497 7 
51,469 6 8 
WorKS UNDER CONSTRUCTION 2,542 19 O 
CasH AND TAXATION STAMPS 621 1r 6 
17,096 6 o 


ee 






















The Industrial Firm of Senor 
Simon I. Patino 


Sie mining industrial activities of Sr. Simén I. Patifio began with the acquisition of 
the “ La Salvadora’”’ mine in 1897. The new owner set himself to direct the mining 
works personally, with the fixed determination to make a success of the mine, and in 
time raised it into one of the most powerful mining companies of the Pacific side of the | 
South American Continent. Finally Sr. Patifio founded the present Patifio Mines and 
Enterprises Consolidated (Inc.), an American joint-stock company whose shares are quoted | 
on the New York Stock Exchange. 

The sacrifices made and the difficulties overcome by Sr. Patijio, either through obstacles 
of nature or implacable enemies of all kinds, truly show him to be one of the most notable | 
industrial leaders or heroes of the contemporary world. 

After having carried out the organization of the American Company which carries his | 
name, and converting the Banco Mercantil (his own property) into a joint-stock company 
giving participation to his employees, his firm continues to operate with other companies | 
belonging to him. 

The following is a brief summary of Sr. Patifio’s activities :— 


EMPRESA MINERA DE HUANUNI 


Huanuni is an old mining district situated 54 kilometres by rail from Oruro, and | 
930 kilometres from the port of Antofagasta. It has a station with telegraph and telephone 
offices on the Machacamarca Uncia railway, formerly the property of Sr. Patifio and now 
belonging to the Patifio Mines and Enterprises Consolidated (Inc.). 

Several companies which worked in this mining district were acquired by Sr. Patifio 
in order to form the company now known as ‘“‘ Empresa Minera de Huanuni,”’ formed in 
1912. The mines of Huanuni have been worked for more than 30 years, and are considered 
the oldest mines in Bolivia worked for tin only. The actual Empresa Minera de Huanuni 
has a capital of Bs. 7,329,617-55, and is composed of 53 concessions covering more or less 
some 829 hectares. The mine workings are immense: the length of the uncovered courses 
of the veins are estimated to extend over 1,200 metres, the vertical distance between the 
highest and lowest workings is nearly 650 metres, while the horizontal workings are 
calculated to be more than 30,000 metres in the mine. 

The mine is equipped with a mill sufficient for its actual requirements, although several 
modifications are being studied at present. It is provided with ropeways and new frames. 
The mill has a Diesel power plant of a total capacity of 1,625 h.p. (sea-level basis), or 
approximately 970 h.p. in Huanuni, and the concentration plant can treat 200 tons of 
ore per day. 
EMPRESA MINERA DE COLQUECHACA 

The mining district of Colquechaca is renowned for its argentiferous wealth. Its 
silver mines, were the richest in Bolivia, above all for the quality of their ores: 
“* plomoronco ”’ (argentita), “‘ lisa’ (brittle silver glance), and ‘‘ rosicler”’ (pyrargyrite). 

Unfortunately subterranean water courses, want of capital to unwater and exploit 
the mines, and the fall in the price of silver at the beginning of this century, made it 
necessary to suspend work in the greater part of the mines in this rich zone until, in 1922, 
Don Simén I. Patifio bought all the properties of the old companies, Colquechaca, Gallofa 
and others, and started working and unwatering the mines with up-to-date machinery 
and modern methods. So far he has already spent several millions of Bolivian pesos in 
preparatory works, and it is hoped that very soon the old mining district of Colquechaca 
will recover its past splendour and fame. 

The properties of the Empresa Simé6n I. Patifio are situated in the village of Colquechaca, 
Province of Chayanta, Department of Potosi, and consist of 550 hectares. 

The plant for the working and treatment of the mineral is of the most modern type, 
and the power employed is obtained from hydraulic turbines and Sulzer Diesel motors. 
In Colquechaca the waters of the lagoon of Surumi have been utilized for the working of 
three successive electric power stations. 

By recent orders of the proprietor the mining of silver ore has been suspended in order 
to intensify the mining of tin, zones having been already prepared for this purpose. 


EMPRESA MINERA DE JAPO 


The Japo property is situated in the mining district of Negro Pabellén, 35 kilometres 
to the east of the town of Oruro, standing at a height of nearly 14,500 feet above sea level. 
The capital of the company according to the last yearly balance is Bs. 1,310,375-52, and 
there are 21 concessions covering some 230 hectares more or less. 

The Candelaria and San Salvadora mines which form part of the principal nucleus of the 
group, have been worked for over 22 years. They were closed at one time, but as soon as 
a new mill capable of treating 30 tons per day was constructed, mining was restarted. 
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THE INDUSTRIAL FIRM OF SENOR SIMON I. PATINO—continued. 


ee a 


Investigations and preparatory works are principally carried out by this company. 
At the moment new investigations are being made, and a scheme for the modification of 


the mill in order to increase its 


efficiency is being studied. 


EMPRESA MINERA DE KaMI 

The Kami mine was originally bought by Sr. Patifio in 1912, and together with the 

other properties acquired to date consist of 18 concessions covering some 1,200 hectares. 

The company has given good returns with the mining of wolfram or tungstate of iron and 

manganese, but at present investigations and preparatory works are being carried out for 

tin. Mining of wolfram is also being restarted on a relative scale, and with this object a 
special mill is being erected, and a ropeway to communicate with the Socavén Bolivar. 


All the mining companies mentioned are managed by a Central Office in Oruro, which 






in turn is controlled from the office in La Paz. 


Stm6n I. PatrNo 








Statement showing the sums of money which have circulated in Bolivia as a result of 











Account. Huanuni. Japo Colquechaca. 
Salaries 109,140.40 17,656.20 38,575. 
Wages 1,466,670.97 | 249,614.27 | 184,474. 
Stores 902,152.67 66,927.72 85,182 
Provisions por 381,664.01 63,390.03 93,913 
State and Municipal 

Temes. ... as 4,423.38 1,079.60 1,203. 
Export duty 239,171.51 39,079.62 19,478 
Administration Ex- 

penses—Oruro 108,456.67 77,199.70 77,199. 
Statistics ... 11,682.83 1,938.72 1,125. 
Social Laws ; 61,304.53 12,820.29 10,006. 
Premiums to Em- 

ployees... 8,140.18 — = 
Tax on Profits 10,021.52 1,641.61 —_ 
Income Tax 576.06 38.43 274 
Surveys — —_ —_ 
Sundries ... 166,312.86 | 257,453.30 23,960 

Bs. | 3,469,717. 
Monthly Average 289,143. 





Huanuni 
jJapo.... 
Colquechaca 
Kami 

Luco 





the mining operations of the firm during the year 1928. 





Kami. 
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SUMMARY 


Total monthly average 


Bs. 3,469,717.59 
», 788,839.49 
»» 533,394-74 
se 237,889.08 
os 22,792.53 


» 5,054,633.43 


» 421,219.45 


The Oruro Central Office also acts as Goods and Mineral Agent for the Patifio Mines 
and Enterprises Consolidated (Incorporated), and as Manager in Bolivia for the Sociedad 


Empresa de Estano of Araca. 


(Araca Tin Company.) 


Apart from the mining activities the firm has an Agricultural Section in Cochabamba, 
managed by a Chief Administrator and Agricultural Sub-Administrator, the section 
comprising the following estates :— 

Pairumani and adjacent 
Catapachi 
La Chimba, and 
Orkokollpa 
valued at more than one million Bolivianos. 
The first-named has the following sections and installations :—Dairy and Cheesemaking, 


Cattle raising and cultivation, 


Mills, Hydro-electric plant. 





































































THE BANKER 


Railway and Road 
Communications in Bolivia 


in Bolivia presents greater difficulties than those 

found in other countries owing to the very rugged 
nature of the country, to the vastness of its territory 
and to its position as a country without a coast line. 
It is for these reasons that Bolivia has had to overcome 
great difficulties and make enormous sacrifices in order 
to communicate with the ports on the Pacific Coast, 
join its principal cities through chains of high moun- 
tains separating the valleys and plains, and link up 
with the rail and river communications of Argentina 
and Brazil. 

The first railway constructed in Bolivia was that 
joining the port of Antofagasta (on the old Bolivian 
coastline now occupied by Chile) with the town of 
Oruro. It was finished in 1892, and has a length of 
930 kilometres. Of these 930 kilometres, 442 correspond 
to the Chilean Section and 488 to the Bolivian Section, 
the latter being owned by the English company, ‘‘ The 
Antofagasta & Bolivia Railway Co., Ltd.” 

In 1903 the State constructed the railway from 
La Paz to the port of Guaqui on Lake Titicaca 
(96.4 km.) which, by means of a lake transport service, 
communicates with the railway system of Southern 
Peru and the port of Mollendo. From Puno to Mollendo 
the length is 528 kilometres. This line was sold in 
1g10 to the Peruvian Corporation which already owned 
the former systems. 

By a contract signed in 1906 with The National 
City Bank and Speyer & Co., of New York, the Bolivian 
Government granted the concession of the Oruro-Viacha 
line (201 km.), Oruro-Cochabamba line (205 km.), 
Rio Mulatos Potosi (174 km.) and the Uyuni-Atocha 
line (90 km.) which were finished in 1917. The company 
owning the concession, The Bolivia Railway Co., leased 
these lines for 99 years to The Antofagasta & Bolivia 


‘Tin problem of communications and transport 
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Railway Co., Ltd., which constructed the extension 
from Viacha to La Paz (41 km.), and the latter 
company at present works almost all the railways of 
Bolivia, having under its control 1,199 kilometres of 
railway. 

By the international treaty made with Chile in 1904, 
this nation undertook to construct the railway from 
Arica to Alto de La Paz. This was opened in 1913. 
Of the 439 kilometres of this railway, 231 kilometres 
are in Bolivian territory and 208 kilometres in Chilean 
territory. In May 1928 the Bolivian section was handed 
over to the Bolivian Government, who leased it to a 
national company to work. 

From Atocha to Villazén (on the frontier) the line 
has been extended 198 km. in order to link it up with 
the Argentine railway system. This line has been working 
since 1925, and was constructed by the State, being 
at present leased to The South American Mining Co. 
Now a comfortable journey can be made from Buenos 
Aires to La Paz in 74 hours by this line, a distance of 
2.639 kilometres; also to the Pacific ports of Anto- 
fagasta, Arica and Mollendo. This line also completes 
the last part of the Pan-American Railway in Bolivian 
territory. 

In order to link up Central Bolivia with the East 
and North and provide communications with the river 
arteries of those zones, the Cochabamba-Santa Cruz 
railway is now under construction. The first part, 
Cochabamba-Aiquile, with the Cliza-Arani branch has 
been contracted for with the Kennedy & Carey Company, 
and has a length of 237 kilometres; the second part, 
from Puerto Grether to Santa Cruz has been contracted 
for with The Madeira Mamoré Railway Co., having a 
length of 176 km., and it is hoped to be able to finance 
the third part from Aiquile to Empalme soon, the 
length being 306 kilometres. 

The construction of the Potosi-Sucre railway (175 km.) 
is also nearing completion, and the La Paz to Yungas 
railway, which will be carried on to the River Beni, 
has already 54 km. of line finished. 

The Simén I. Patifio Mining Company has constructed 
the Machacamarca-Uncia railway, 96 kilometres in length, 
which will be used principally for carrying the enormous 
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quantity of mineral mined by this company. The 
mining company, M. Hochschild & Co. also works a 
railway, the one from Uyuni to Pulacayo, constructed 
in 1888 and having a length of 38 km. 

The copper mining zone of Corocoro is served by a 
branch line of 8.5 km., which joins with the Arica 
to La Paz railway at General Pando station, and 
belongs to the State. 

All the railways of Bolivia have a gauge of one metre 
fixed by law, and the total lines worked have a length 
of 2,200 km. Being mountain railways they have 
special characteristics; gradients up to 3 and 6 per cent. 
and minimum curves of 60 and 75 metres radius, and 
reaching heights up to 4,788 metres above sea level. 

They carry goods and foodstuffs from the ports 
to the towns, and the principal traffic carried to the 
coast is minerals, which constitute the main source of 
wealth of the country. The yearly tonnage carried 
by the railways fluctuates round goo,000 tons. 

Apart from the railways named, the following lines 
are projected :—from Yacuiba to Santa Cruz, 500 km., 
from Santa Cruz to Puerto Suarez (on the river 
Paraguay), 637 km., from La Paz to Juliaca (in Peru) 
197 km., bordering the north bank of Lake Titicaca, 
and the line from Sucre to Aiquile, 145 km., which 
will complete the central system. 

Besides its railways, Bolivia, in order to provide 
for actual needs and for the projected road motor 
transport schemes, already possesses and is constructing 
important roads, among which may be mentioned 
those of Villazén to Tarija (210 km.), from Tarija to 
Villa Montes (234 km.), from Potosi to Tupiza (180 km.), 
from La Paz to Sorata (172 km.), from Sucre to 
Lagunillas (398 km.), from Yacuiba passing through 
Villa Montes and Lagunillas to Santa Cruz (1,237 km.), 
from La Paz to villages of Yungas (270 km.), from 
Eucaliptus to the mining districts of Caracoles (130 km.), 
etc., etc. For the construction of these roads, Bolivia 
has provided large amounts from the national exchequer, 
in addition to the income from a special tax which has 
existed almost since the foundation of the Republic, 
called the “‘ Prestacién Vial.” 

The length of the permanent roads may be calculated 
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at about 2,700 kilometres, and the length of those open 
only in the dry periods of the year only, at about 
1,800 km. 

The Eastern and Northern districts of the Republic 
have communications by means of the great rivers 
of the Amazon basin. The river boats reach Puerto 
Velho in Brazil by the river Madera, where goods are 
transhipped to the Madera~Mamoré railway (364 km.) 
to avoid the falls in that part of the river. The terminus 
of the railway is Guayaramerin on the river Mamoré. 
The principal arteries of this river system are the rivers 
Mamoré, Beni, Madre de Dios and Itenez. Puerto 
Grether is situated at the head of the river Mamoré. 

Communications from Buenos Aires to Puerto Suarez 
and Laguna Gaiba is maintained by the river Paraguay. 

To conclude, it is indispensable to mention the aerial 
communications of Bolivia which it might be said give 
it the right to occupy the first place in South America 
in commercial aviation. The Lloyd Aereo Boliviano, 
whose centre is Cochabamba, has a regular and com- 
modious passenger service from Cochabamba to Santa 
Cruz and Puerto Suarez in the East, to Oruro and La 
Paz in the West, to Sucre and Yacuiba in the South, 
and to Trinidad and to Riberalta in the North. The 
planes used are Junkers metal planes, and they conquer 
all the topographical and climatic difficulties with 
rapidity and ease. 

































LAW OFFICE, IN BOLIVIA, S.A. 


JULIO GUZMAN TELLEZ 


LAWYER 
Address: CALLE SOCABAYA No. 60, LA PAZ, BOLIVIA 







Corporation, Commercial, Mining, Banking, Trade Marks, Patents, 
and International Law and the Settlement of estates. Department for 
commercial collections, adjustments and bankruptcy litigations. 


References: W.R. Grace & Co., Duncan, Fox & Co. Ltd., Superintendent of Banks 
and Caracoles Tin Company of Bolivia. 







STATE BANK 
OF THE U.S.S.R. 


Created by Decree of the Soviet Government of 
12th October, 1921. 


Chervonetz 
25,000,000 
+ 157,603,410 


Capital ° 
Bank Note esue < on Dec. 16, 3909 
Issue Dept.’s Gold, 

Platinum and Silver Reserve do. 


Issue Dept.’s Foreign 
Currency Reserve do. 


31,645,607 


8,168,195 


N.B.—1 Chervonetz contains 119.4826 grains of pure 
gold and equals {1 1s. 14d. or $5.14. 


Head Office and Foreign Dept.. MOSCOW. 
500 Branches, 


The Bank effects mail and cable remittances in all parts 
of the Soviet Union and engages in Home and Foreign 
Banking Business of every description. 


AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE 
WORLD. 


LONDON CORRESPONDENTS.—Lloyds Bank L(td.; 
Barclays Bank Ltd.; Midland Bank Ltd.; National 
Provincial Bank Ltd.; Westminster Bank Ltd.; Bank 
for Russian Trade Ltd.; Equitable Trust Co. of New 
York; Hambros Bank Lt .; Fredk. Huth & Co.; 
Ss. Japhet and Co. Ltd.; Kleinwort, Sons & Co.; 
Samuel Montagu & Co.; Moscow Narodny Bank Lid.; 
National City Bank of ‘New York; N. M. Rothschild 
& Sons; J. Henry Schroder & Co. 


THE 


MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 


Heap Orrice: 
300 High Holborn, London, W.C.1 
Paris Brancu: 26, Rue Vivienne, Paris 


Beruin Brancu : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital ‘ - &1,000,000 
Paid-up Capital ° ‘ ° 845,000 
Reserve Fund and Undivided Profit 155,000 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 


Principal Fo’ Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 
London Correspondents of the State Bank of 
the U.S.S.R. 
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undertaken. 
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RUSSIAN TRADE 


LIMITED 
58/60 MOORGATE, 


LONDON, E.C.2. 
able A 


Cable Address Telep | 
“SOCRABANK.” LONDON WALLBBES 6 lines) & | 


(5 lines), 


AUTHORISED CAPITAL 
PAID-UP CAPITAL - 
RESERVES - - - 


Established in 1923 to assist in the rebuilding | | 
of Russian Foreign Trade, 


MAIL AND TELEGRAPHIC TRANSFERS. 
LETTERS OF CREDIT 


FOREIGN EXCHANGE. 
BILLS DISCOUNTED, NEGOTIATED, AND 
COLLECTED. 


INANCED. 
DEPOSIT AND CURRENT ACCOUNTS, | 
AGENTS OR CORRESPONDENTS _AT ALL | 


BANKING*POINTS OF THE U.S.S.R. AND 
tTHROUGHOUT THE WORLD. 


ALL-RUSSIAN 
CO-OPERATIVE BANK 


Authorised Capital ... «+» Gold Roubles 40,000,000 
Paid-up Capital, Ist October, 1929 ,, ,, 35,366,905 
Total Assets, Ist October, 1929 * » 560,914,783 


The shareholders of the All-Russian 
Co-operative Bank are 17,806 co-opera- 
tive societies, all central organisations 


included. 
Head Office: 


ILYINKA, RIBNY Per. 3, MOSCOW 
Cable Address : “ VSEKOBANK ” 


39 Branches and 1,018 correspondents throughout the 
U.S.S.R. Correspondents in all suluciont foreign 
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£1,000,000 
Paris Branch: 
26 rue Vivienne Place de la Bourse 
Berlin Branch : 
W.35, Kurfiirstenstrasse 33 


2. Co-operative Transit Bank, 
Sarainaya Str. 30/32, Riga (Latvia) 
Capital Gold Lats 3,000,000 
All kinds of Russian and Foreign Banking 


Business transacted. 
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LONDON 
EDINBURGH .. 


FIRE LIFE 
ACCIDENT BURGLARY MOTOR MARINE 


AND OTHER CLASSES OF INSURANCE. 


> TOTAL FUNDS EXCEED 
TOTAL INCOME EXCEEDS - 


CHIEF OFFICES : 
61 THREADNEEDLE STREET, E.C. 2 


ESTABLISHED 1809, 


North British x Mercantile 


Insurance Company, Limited. 


ANNUITIES 


£37,466,700 


: 
£10,775,800 ; 


SPECIAL ARRANGEMENTS FOR LIFE ASSURANCE 
ON LIVES OF BANK OFFICIALS AND EMPLOYEES. 


.. 64 PRINCES STREET. 
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THE 


MITSUI BANK 


INCORPORATED IN JAPAN 
FOUNDED 1683 


Capital subscribed Yen 100,000,000 
Capital paid up - Yen 60,000,000 
Reserve Fund - Yen 64,700,000 
Undivided Profits Yen 3,183,251 

(June 1929) ‘ 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Pombay, New 
York, Stanghai, Sourabaya. 


LONDON OFFICE: 


Winchester House, oe Bread Street, 
E.C. 2 


Telephone - - meee =o = 


Cable Address ‘*. MITSU IG INK, L aaa 








For 1930 


The uncertainties of the Invest- 
ment market in 1929 emphasise 
the need for sound investment 
during 1930. 

Make your 1930 investments im- 
pregnably secure in the Halifax 
Building Society. Up to 5% 
Tax Free Interest is allowed, 
There are no fees, and with- 
drawals can be easily made 
when required. 

Let us send you the Full 
Prospectus. 


MALIFAX 
BUILDING SOCIETY 


The Largest in the World 


Assets £57 ,000 ,000 
Head Office - HALIFAX 
London: 124 CHARING CROSS RD.,W.C.2 
General Manager: SIR ENOCH HILL 
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Barclays Bank (Dominion, 
Colonial and Overseas) 
By Professor C. H. Reilly 


Sh: interest of bank buildings in a city on 

restricted sites very generally lies in the ingenuity 

with which the architects have overcome the 
difficulties such sites involve. As to their exteriors, 
new bank buildings, especially in the City of London, 
are very conservative in their architectural expression. 
Rarely do they show any great originality. No doubt 
the bank directorates as a whole would not welcome 
that, though the Midland Bank, where Sir Edwin Lutyens 
is concerned, seems willing to adopt a different policy 
and the facades of their new Headquarters both to the 
Poultry and to Princes Street will, in my opinion, when 
finished fully justify their departure from precedent. 
The facades of the new Headquarters of Lloyds Bank 
to Cornhill and Lombard Street, though powerful and 
strong, are of the usual classical type with a great range 
of columns or pilasters. That for the Westminster 
Bank has no column except to the doorways, but follows 
closely the precedent of an Italian palace—in that case 
the Palazzo Massimi in Rome. 

The front of the new building for Messrs. Barclays 
Bank (Dominion, Colonial and Overseas) in Gracechurch 
Street is neither new nor old, but a compromise between 
the two, and like all compromises in art lacks character. 
The building is crowned with a great cornice in the 
classical manner, and has two fully developed Italian 
balconies at the first floor level, one either end of the 
front. The ground floor, too, consists of a simple and 
effective Roman arcade. The other three storeys, how- 
ever, save for the features mentioned, are nondescript 
and consist of strong plain stone piers with windows 
between the piers divided by heavy unmoulded stone 
mullions: two such windows between the piers to the 
first and second storeys and three to the third. This 
triple division to the windows of the top storey is, I 
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1930 


WILL BE THE GREATEST 

YEAR FOR MECHANICAL 

ACCOUNTING METHODS 
IN BANKS 


The Year 1930 will witness the greatest advance 
yet made in the change-over from hand-written 
to mechanical methods of accounting in British 
Banks. 

Already some of the larger banks have assured 
their progress by further extensive purchases of 


Burroughs Machines. 
Have you completed your plans for 1930? 


The specialists of Burroughs Bank Dept. are 
qualified by wide experience to investigate your 
accounting problems and to recommend the best 
methods of handling them mechanically. You 
are invited to get into touch with them at the 
nearest Burroughs Office. No cost or obligation 
is incurred. 

There is a Burroughs Model to handle every 
bookkeeping job in every bank. 


BURROUGHS ADDING MACHINE LTD. 
Chesham House, 136 Regent Street, London, W.1. 


TELEPHONE: REGENT 7061. BRANCHES IN ALL 
PRIVATE BRANCH EXCHANGE. PRINCIPAL CITIES. 


M2 
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suppose, to give a richer and frieze-like effect under 
the main cornice. This is indeed the only deference 


\THE NEW HEADQUARTERS OF, BARCLAYS. BANK (DOMINION, 
COLONIAL AND OVERSEAS) IN GRACECHURCH STREET 


to the commanding idea of a great cornice which these 
storeys pay. Such a cornice, with its strong sense of 
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STRONGROOMS by CHUBB 


COVERNMENT 
SAVINGS BANK 


te) 
NEW SOUTH WALES 





The new Government Sav : ~ al The main Safe Deposit vault is popes by this mighty circular Strong 
mes Bank of New South ¢ room Door made by Chubb. All the steel work in the Safe Deposit was 
Wales, The finest modern ¥ / constructed by Chubb. The whole installation is a mastermece of modern 
protective devices built into Strongroom construction. 
this magnificent structure 
ave designed and made by 

Chubb 


This Main Safe Deposit Door weighs 30 tons, measures seven feet 
across and is over two feet thick. 


Behind this door there are Ten other heavy-weight doors leading 
to the Bank's strongrooms and the 5,000 polished steel lockers. All 
the doors are built of Chubb’s anti-blowpipe metal and are controlled by 
time locks and keyless combination locks. 


The complete installation affords the greatest protection against explosives, 
oxy-acetylene flames and flooding that human ingenuity has ever devised. 


CHUBB & SON'S LOCK & SAFE CO., LTD., 
Bankers’ Engineers and Strong Room Builders. 


128, Queen Victoria St., LONDON, E.C.4. 
Factories: WOLVERHAMPTON. 
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continuity, seems to call for a continuous overall treat- 
ment of the front as a whole. In the Italian palace 
from which it is derived, this is either given by a range 
of great pilasters or columns dominating the front or 
by the continuity of the wall surface in which the 
windows are only incidents. Here, however, the cornice 
is stretched over a multiplicity of features—piers, 
windows and mullions—none of which dominate the 
others. Indeed, these three storeys are so nondescript 
in character that they might, except for the finely cut 
stone work and one enriched band, be part of the front 
of some large warehouse. The elegance and restraint 
of the ground floor arcade below, as well as the orthodox 
character of the fully articulated cornice above, lead 
one to expect a broader and more refined treatment 
forthe main expanse of the front. It is a pity, especially 
as I imagine the hesitations which have brought about 
this result are largely due to a praiseworthy desire on 
behalf of the architects to depart from the usual stock 
classical details of which we are all beginning to confess 
ourselves a little tired. The forms of classical architecture, 
however, as developed by the Italians and ourselves, 
are so strong that however one manipulates them one 
must adhere to their logic. They stand for a static 
architecture, of which the main characteristic is the 
repose given by broad surfaces and horizontal lines. 
Gothic architecture, on the other hand, is a dynamic 
architecture, whose main characteristic is an upwards 
thrust given by vertical lines. The ground portion 
of this front, in spite of its arches, is on the whole a 
horizontal classical expression. So is the great cornice 
with its plain frieze under it. The main effect, however, 
of the intermediate storeys, with the great piers and the 
intermediate deep sided mullions, is vertical. It may 
be replied that if the great piers had been ordinary 
pilasters there would have been the same vertical 
effect. That is true up to a point, but pilasters would 
have implied and necessitated a wall surface against 
which they could rest and the consequent repose. In 
this front, however, there is no such surface. The 
deep recessing of the windows, emphasising the mullions 
between them, has destroyed it. 

Before leaving the front there is one feature I 
































“TURK” SYSTEM DRYING CO., LTD. 


(PATENT PROCESS) 
Contractors for DRYING NEW BUILDINGS, DAMP ROOMS, 
“ase 981 \ BASEMENTS, STRONG ROOMS, Ete. “Kins (Pate) Lonvon.” 


Registered Offices: Bakerloo Chambers, 304, Edgware Road, W.2. 
THE 
System of Drying. 


Fresh air drawn from outside is heated to a temperature of 
95° to 100° by passing through ducts in the stove, the hot air 
rapidly heats the walls and all available surfaces and absorbs 
the moisture, which in turn is drawn through the stove flue 
and all dampness expelled from the building ; this circle of 
operation continues without interruption until the rooms or 
spaces are bone dry. The system has been adopted in 
thousands of new and old Public Buildings and_approved by 
leading architects in all parts of the country. The plant can 
be quickly installed and as promptly dismantled and removed 
without interference with other trades. 


Successfully employed during construction in the following :— 
BANKS—Westminster, Lloyds, Barclays, Bank of Scotland, New South Wales, Midland, Ltd., Nat. Prov. 

and Union, Bank of Italy, Hong-Kong and Shanghai, and many others. Over 600 branches dried. 
INSURANCE BUILDINGS—Pheenix Assurance, Prudential Assurance, Royal Insurance, Norwich 


Union Insurance, Northern Insurance, Commercial Union Assurance, &c. 





Our Compulsory Savings Clock ‘““GLOBUS ”’ 


is the best investment for every Savings Bank, 
Bank & Life Insurance Company, because it is 
a unique and valuable aid in the collection of 
savings, money or insurance premiums, and is also 
attractive propaganda. 

This clock is a 30-hour timepiece, and will be delivered in 
5 assorted colours at the low price of 5/3 or $1°25 net each. 


Sole Manufacturer : 


ee Uhrenfabrik C. Schuler G.m.b.H. Schwenningen A/N 
PATENTED, (Wurtemberg) Germany. 





A. M. B ON N ER, TD. Eaablnbed 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 LONDON, E.C.2 
Tel: RUBB MPs Tel. : 
Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND nee DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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should like heartily to commend, and that is the lettering 
in which the bank’s name appears above the ground 
storey. The letters are well designed, clear and dis- 
tinctive, without any vulgarity. It is a feature I have 
noticed on all Messrs. Barclays recent banks. They seem 
very wisely to have adopted a good alphabet and to 
have made it compulsory. 

Turning now to the interior, we find in the banking 
hall a double range of fluted Greek-Doric columns, but 
it is impossible to discover from the photographs (in 


THE BANKING HALL OF BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 
the absence of drawings) whether the public space which 
runs down between the rows of columns with the bank 
counter on either side is in the centre or not of the hall. 
One imagines it is, and one is glad to see a dignified 
balanced arrangement of counters and columns which 
is so rare in English banks. Generally the counter is 
pushed to one side of the hall, as if for spring cleaning, 
and often runs on quite regardless of the columns which 
mark out the bays of the room. Even these counters 
take a sudden turn, so that one column on either side 
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Office Flooring Needs 





T= needs of modern office flooring are best 
answered by laying Leyland Rubber Tiling. 
Non-slipping, it is warm, silent and soft to the feet, 
while in ‘appearance it is clean, fresh and dignified. 
Thoroughly waterproof, fireproof and sanitary, it is 
easy to clean and will withstand the hard wear of office 
use for fully a generation. 

Available ina __ riety of colours and designs, Leyland 
Rubber Ti'ing is adaptable to any desired decorative 
scheme. 

Write for Catalogue No. 39, which gives full particulars and prices 


TILING EYLAN FLOORS 


RUBBER 


THE LEYLAND & BIRMINGHAM RUBBER CO, LTD. 
Head Office & Works: Leyland, Lancs. 


Branches :—London, { Birmingham, Manchester, Cardiff, Newcastle-on- Tyne, Glasgow, 
Liverpool, Dublin, Preston, Leeds, Fohannesburg, Calcutta, Buenos Aires. 




























R.T.80—1/30. Causton 
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is outside the counter while the others are within. It 
looks as if it would have been a more dignified arrange- 
ment for the counters to have been everywhere behind 
the columns. It would have given a better floor space 
for the public, though it would have slightly restricted 
that for the clerks. With modern electrical devices, 
however, American banks have found that the number 
of clerks on the floor of the banking hall can be 
very much reduced, the remainder in many cases 


oOmo HOMOMOMOMOMONOMOMOMOMOMOoMoMON 





THE BOARD ROOM OF BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 


being several storeys away. The long Doric columns 
here with the black skirting, which follows round the 
room, and the simple arrangement of beams and panels 
in the ceiling give a quiet, restrained effect, which is 
sufficiently serious and yet quite pleasant. The counters 
in themselves are strong and simple, and the metal 
grille above them, being not only continuous but all 
of one level, adds to the general restfulness instead 
of detracting from it, as is usually the case, by varying 
heights and lengths. What is surprising, however, in 
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Guinness, Mahon & Co. 


53 Cornhill, 17 College Green, 
LONDON, E.C.3 DUBLIN 
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CAPITAL ISSUES NEGOTIATED COMMERCIAL CREDITS 


DEPOSIT AND CURRENT ACCOUNTS OPENED IN ALL CURRENCIES 
ADMINISTRATION AND SUPERVISION OF TRUST FUNDS 


AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD 
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THE 


BRITISH OVERSEAS BANK 


LIMITED 


Capital Authorized - - - - £5,000,000 
Issued and Paid-up- - - - - £2,000,000 
Reserve Fund - - - - - ~ £225,000 


Through its world-wide connections and agencies the Bank is able 
to offer to its clients at home and abroad exceptional facilities in 
foreign exchange and in the financing of every form of foreign trade, 
and also to provide up-to-date credit reports and information as to 
international business conditions. Correspondence invited. 


33 GRACECHURCH STREET 
Lombard Court, LONDON, E.C.3 


. a ..J (land) “Saesrevo, Wire, London.” 
Telegraphic Address} (Foreign) : “Saesrevo, London.” 


Telephone No. Royal 7111 








Affiliated Institution in Poland: 
Ancto-PousH Bank. Limiter, WARSAW. 
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such a dignified interior is to see that the vista of 
columns and counters ends in such a muddle of window 
and lift enclosure as appears at the end of the room. 
It can hardly be said that the difficulties of the site 
and the demands of architecture have here been 
successfully resolved. 


THE MANAGER'S ROOM, BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 

The Manager’s Room and the Board Room call 
for no special comment, except to commend the simplicity 
of their treatment, though that in itself is a rare and 
very welcome thing these days. The architects of the 
building are Messrs. Campbell Jones, Sons and Smithers, 
a firm who have been responsible for a great number 
of modern bank buildings. 
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SOCIETE GENERALE 
POUR FAVORISER LE DEVELOPPEMENT DU 
COMMERCE ET DE L'INDUSTRIE EN FRANCE. 


(Incorporated in France with Limited Liability.) 


Subscribed Capital - - - - Frs. 625,000,000 
Paid-up Capital _ - - - - Frs. 318,108,250 
Reserve Fund and Undivided Profits - Frs. 325,588,843 
Deposits as ai 30th Sept., 1929 Frs. 11,489,252,110 





Head Office: 29 BOULEVARD HAUSSMANN, PARIS. 
London Office: 105 OLD BROAD STREET, E.C.2. 
West-End Branch: 65 REGENT STREET, W.1. 


OVER 1,450 BRANCHES IN FRANCE AND NORTH AFRICA. 
Affiliated Banks and TR RMT Ae On in all parts of the World. 








UNION ve BANQUES SUISSES | 


Union Bank of Switzerland 
ZURICH 


AARAU, BADEN, BASLE, BERNE, LA CHAUX-DE-FONDS, GENEVA, LAUSANNE, 
LOCARNO, LUGANO, MONTREUX, RAPPERSWIL, ST. GALL, VEVEY, WINTERTHUR, &c. 


CAPITAL (fully anes - - Swiss Francs 100,000,000 
RESERV ES = baa iad ” ” 30, 000, 000 
DEPOSITS = S = = ” ” 610, 000, 000 
TOTAL ASSETS - - ~ - » ” 808,700,000 


WELL EQUIPPED TO HANDLE YOUR SWISS BANKING a 





Telegraphic Address : 


Ultramarin, London. UESE co LONI A L & OV E am | Wall 0295. 


nord 9 BISHOPSGATE, E.C.2 LT 
P.O. Box No. 518. . 
Capital Authorized : £1,500,000 Capital Issued and fully Paid upj: £1,000,000 


SOLE LONDON AGENTS for 
BANCO NACIONAL ULTRAMARINO, LISBON 
and its Offices in PORTUGAL, THE PORTUGUESE COLONIES, BRAZIL 
and BOMBAY and for 
BANQUE FRANCO-PORTUGAISE D’OUTREMER, PARIS. 


The Bank places at the disposal of its clients a complete international banking service. 
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Books 


In this section attention is called to books which have a special interest 
for bankers. 



























INVESTMENT BANKING. By H. PARKER WILLIs and J. I. BoGEeN. Pp. xii—529. 
(Harper & Brothers, New York. $3.50.) 

THERE is a fundamental difference between the methods of 
marketing securities in this country and in the United States. A 
thorough knowledge of each other’s conditions is indispensable for 
the close co-operation of the two markets. For this reason this book 
fulfils a very useful task, as it enables British readers to acquire a 
thorough knowledge of American investment banking in theory and 
practice. Part I describes the institutions engaged in the marketing 
of securities, and gives a historical account of the development of the 
system. Part II deals with the fundamental influences affecting 
investment, such as the demand for capital, money market conditions, 
speculation, the business cycle, etc. 

Part III is the most important section of the book from the point 
of view of British banking readers, as it gives a large volume of 
technical details of American investment banking. It describes the 
negotiation and conclusion of loans, the system of selling syndicates, 
the methods of marketing the bonds and of maintaining their market 
price. It also makes a very interesting comparison of American and 
foreign issuing methods. We consider the book indispensable for the 
library of every bank of international interests. 















THE SouTH AMERICAN HANDBOOK, 1930. Edited by H. Davies. 
(Trade and Travel Publications, Ltd. 2s. 6d.) 

THE seventh edition of this useful year book contains an immense 
volume of useful information on Latin-American countries. Although 
it is intended in the first place for the use of travellers, it is a valuable 
aid also to bankers and business men connected with that continent. 


Pp. xxx-746. 











THE BANKERS’ ALMANAC AND YEAR Book, 1929-30. Pp. civ. 3368. 
(Thomas Skinner & Co. and Waterlow and Sons, Ltd.) 

THE “ Bankers’ Almanac” is decidedly the most important 
reference book on the bookshelf of bankers. It contains an immense 
volume of information indispensable io the intelligence departments 
of banks and to bank managers. The present volume brings the vast 
material up-to-date; its growth, as compared with its predecessors, 
is itself an indication of the expansion of international banking. 
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Limited 
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THE 


STANDARD BANK 


OF SOUTH AFRICA  umiten 


Bankers to the Imperial Government in South 

Africa; and to the Governments of Northern 

Rhodesia, Southern Rhodesia, Nyasaland, and 
Tanganyika. 









































Capital Authorised 
and Subscribed - - £10,000,000 
Capital Paid up - - £2,500,000 
Reserve Fund - - - £3,164,170 
Capital Uncalled - - £7,500,000 
£13,164,170 





Head Office: 
10 CLEMENTS LANE, LOMBARD STREET, 


and 77 KING WILLIAM STREET, LONDON, E.C.4. 
LONDON WALL Branch—63 London Wall, E.C.2. 
WEST END Branch, 9 Northumberland Avenue, W.C.2. 


NEW YORK Agency: 67 Wall Street. 
HAMBURG Agency : Bank of British West Africa, Ltd., 
53 Schauenburger Strasse. 


OVER 360 BRANCHES, SUB-BRANCHES and 
AGENCIES in SOUTH and EAST AFRICA. 


Banking Business transacted in 
all Parts of the World. 


BERTRAM LOWNDES, London Manager. 
























ANGLO-INTERNATIONAL BANK 


LIMITED 
HEAD OFFICE: 


24-28 LOMBARD STREET, 
LONDON, E.C.3 


Telephones : Telegrams : 
Mansion House 6543 (9 lines) * Anglank, London,” 


CAPITAL: 


| Authorised £2,000,000 
Paid up - #£1,960,008 





London Clearing Agents: 


Bank of England Glyn Mills Co. 
National Provincial Bank Ltd. 


Board of Directors: 


General the Hon. Sir HerBert A. LAWRENCE, 


G.C.B. (Chairman) 


H.E. Peter Bark, G.C.V.O. (Managing Director) 
E. W. H. Barry, Esq. Sir Gorpon Narrne, Bart. 
| Junttan Day, Esq., M.C 
A. G. M. Dickson, Esq. Sir Orro NIEMEYER, 
The Lord FAarIncpon, G.B.E., K.C.B. 

CH. 

ZotTaN Hajpu, Esq. 
Dr. PAUL HAMMERSCHLAG 


LUDWIG von NEURATH, 
Esq. 


Sir Wit1aM Peart, C.V.O. 

Kunes Sonntaac, Esq. 

Sir Henry SrTRAKOSCH, 
G.B.E. 


Every description of Home and Foreign Bankin 
transacted. 


Special facilities for business wit 


the Continent of Europe. 
Current accounts opened and deposits for short 
periods accepted at rates which may be obtaired 


on application. 
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BARMER BANK-VEREIN 


HINSBERG, FISCHER & COMP. 


Kommanditgesellischaft auf Aktien 


Established 1867 


CAPITAL avo RESERVES RM. 94.000.000 


Head Office: DUSSELDORF 


50 Branches at all important places of the Rhineland and of Westphalia 


EVERY DESCRIPTION OF BANKING BUSINESS TRANSACTED 





BANCA MOLDOVA 


LTD. 
JASSY——-BUCHAREST. 


oO 


Capital Paid up and Reserves-- 
LEI 175,000,000. 


Go 
Cable Address: MOLDOBANCA. 


Branches : 
CZERNOWITZ, GALATZ, BRAILA, 
KISCHINEFF, CETATEA ALBA 
(ACKERMAN), BACAU, BARLAD, 
BELTZY, RENI, TIGHINA (BENDER), 

ROMAN, VASLUI. 


oO oO 


Every Description of Banking 
Business Transacted. 





BANGA ROMANEASCA 


Bucharest |, Str. Smardan 5, 
ROUMANIA. 


Capital and Reserves Lei 505.000.000 
Tel. Add. : “ ROMANEASCA ” 


Branches : 
Arad, Balti, Bazargic, Brasov, Cernauti, 
Cetatea-Alba,Chisinau,Cluj, Constantza, 
Craiova, Fagaras, Galatz, Ismail, Oradea, 
Satu-Mare, Sibiu, Tg.-Mures, Tighina, 


Timisoara, Tulcea. 


London Agents : 
Barclays Bank Ltd., Midland Bank 
Ltd., The British Overseas Bank Ltd., 
Kleinwort, Sons & Co., Erlangers, 
Comptoir National d’Escompte de Paris, 
Banque Belge pour |’Etranger, Guaranty 
Trust Co. of New York, The London & 
Eastern Trade Bank Ltd. 


Banking transactions of every description. 
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